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Sg uofheiner, Gartlir ‘Hofhe imer, 
is ba fae be &’ Gr iS, ol Broadway ,NYC 
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/ Barton Nachamie "($1,000.00 bond) 
rusree )! 11 West 42nd St., NYC 


| Levy, Levy & Ruback, Esqp . 
")}) 225 Broads vay, NYC 


1ceB OF HUINCIPALS 


Filed petition, schedules 
Referee Herzog 


March 8 | Received from Clerk of Court 


last day to file epecificat. 
discharge. 
10 | X Sent i13 noticer of firet maeting of creditors 
| diecharge filed EL affidavit of mailing. 


(over) 


} 

i 

: March 9 | Referee signed order fixing 
| 


a 


eit STALE Oto Tih wun [ 
BANC RUPICY OCCKET 


t Meeting of Greditwss held, oxaui stioa toes place 
Barton Nach: sie of 11 W. 42nd Sc., NYC van ecloegted 
trustee under a $1,000.00 bond and hearings, was adjourned 
to May 3 at 2%30.Referec signed order approving election 
of trustee. | 
Yrustee filed his bond. | 
Referee sipaed order approving trustee's bond. 


| Referee signed order extending time to file objections 


to bankrupt's discharge to July 30, 1965. 
[Referee eigned order etaying etate court euits and procee 


“ee 
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Referee signed order for retention of attorneys for trus-ec. 
, 


\Filed minutes of First Meeting of Creditors. 


Filed specifications of objections to banirupt's discharge: 
$10.00 paid to Clerk of Court, receipt # 29656. 


° 


t 
! 
Referee signed order extending time to file objections | 
to bankrupt 'x déscharge to June 3, 1965. | 


| 
j 
| 
| 


| Referee vacated 4/20/65 order in view of 3/29/65 order 
| extending time to file specifications to July 30, 1965. 


RS Mie atin ite 


AFM held and adjourned to May#% 27 at 2:00. 


Filed OSC on petition for removal of trustee. Ret: | 
May 27 at 2:00. | 
OSC to remove trustee held and closed. AFM adjourned 
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to June 28 at 2:00. 


ee nae 


Referee signed order denying petition for removal of 
itrustee. 
| Filed trustee's first interim report. 
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(AFM adjourned to August 1/ at 11:00. 


Qedicen Mbaiinen amg ly ota 


| R@ferce signed order extending time to file specificatio:'s 
, of objection to bankrupt's discharge to Sept. 30, 1965. 

| AFM held & adj. to 9/24 at 11:00 

Referee signed order extedning the last day to filed spec 
{fications of objection to bankrupt 5 discharge to Nov. 54), 
isee Memo endorded. 

| AFM adjourned to November S at 11:00. 
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‘AFM adjourned to Dee 9 at 11:00. 


i 
11/23 | Referee signed order axtending time to file spetificatior 
pf objections to bankrupts discharge to January oO. 1966. 
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EUSA 3 etc. t/ 65 B 153 i) 2 fil 
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Te PROCEEDINGS NF hens 
Ary 2 ‘ + ae P —s ; . . >, een 
3 'Piled trustee's second int erim report.(no funds) 
? hee wi adieurned to van +4 SE 7:00. 


1/97 Rererec ipned order extending time to file speeti4 ons 
atvuet she bankrupts alscharree vo Feb 29, 1966. 
2/1 APM held and adjourned to 3/4 at 2200. 


order extending time to file 
r 


o/oh Referee signed pec 
i © to April 39, 1956. 


arnainst the ban!o tia dischart 


Pye? 
230. 


ime to file specificatong 
o June 30, 1964. 


3/4 ‘AFM held and adjourned to 5/2 at 


i /e7 Referee signed order exteinding 1 

upainst the bankrupts discharge { 
5/2 Alm adjourned to 5/12 at 2:00. 
5/4 ‘Filed n/m re: directing bankrupt to filed amended state- 


ent of affairs ket May le at 2:90. 
5/12 |Abi held and adjourned to 62 6/29 at 10:30. Motion to com- 
el and closed, 


41lea trustee's interim report. 
5/31) Referee signed order directing bankrupt to file amended 
> affairs on or before June 29, 1960. 


ae See nt 
tat ement of 32 
ts 


pel filing of S/A held 
j 
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def 


\FM adjourned to 5/?°5 at civ. 


service by Attys for Trustee. 
ing time to file specificatio 


rre to September 3°, 1966 


I97) 


6/: di i 
6/23 Filed affidavit of 


signed order exteind 


6/24 Referee 
the bankrupts dt seha 


arains 
7/19 | Referee signed order for examination under Gection 21A. 
8/25 AFM, held and adj. to September 9 at 11:30. 


8/25 iferee 21a exam, held and adj. to September 9 at 11:30. 


3/9 AFM, Adj. 2la exam held and adjourned to 10/7 at 10:39. 


9/9 Filed statement of affairs 
Clerk of Court 


9/26 Referee signed order extending time to file 


against the bankrupts discharge to November 359, 


to 11/10 at 2:00 


in triplicate. copy sent to 


specificatior 
1966, 


7 sama ¢ aA 2) nw Ana’ 
10/7 AM & Adj. 2la exam, ACJ. 


10/7 Referee signed order for retention of accountants for 


Trustee. 


11/4 Filed trustee's d fiffh interim report. 
at 2:00. Adj. ela exam 


13710 APM held and adjourned to 12/1 
MAXMXANAXMKAKBAX held and adjourned to 12/1 at 2299: 
4 ror BK 74-1 UNITED STATES OISTAICT COURT 
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BANKRUPTCY DOCKET CONTINUATION 
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PROCEED fms 
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‘AFM ad. 3/2 at 2:90. 
ARM adj. 4/6 at 11:99. 


Referee sinned order exteinding t 
ogainst the pankrupts discharge t 


ime to file specificatians 
oO May 3] . 1967. 


arm ad§. 5/9 at 11:00. 
AFM adj. 6/2 at 11:00. 


rder extending time to file specifications 


Referee signed Oo 
1967 


against the pankmpt's discharge to July 31; 
Filed trustee's interim report. 
AFM adj. 6/27 at 11:30. 


APM, adj. to 9/14 at 10:30 


referee signed order extending time to file objections to 
banksrupts discharge to October 31, 1967, 


AFM scheduled for 9/14 reschedule for 10/20 at xS 2.60. 


AFM adj. 11/9 at 2:00. 


Referee signec order extending time 
against the bankrupt‘ s discharge to 


to file mecifications 
December 29, 1967- 


Filed trustee's seventh interim report. 


AFM adj. 1/4 at 2:00. 


xtending time to file specifivations 


Referee signed order e 
29, 1968. 


against the bankrupt's dsicharge to February 
AFM, adj- to 2/2 at 2:00 

AFM adj. 3/1 at 3:00. 

referee signed order extending tim 
against the bankrupt’ 
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e to file specifications 
s discharge to April 30, 1968. 


y/4y at 2:00. 


AFM held ana adj- 
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NOC KET NUMOBCR fF 
avast ? 


DATE PROCEEDINGS ) 


STA cemmmummcas 4. Wale 1:5; 
t 68 i ; 1 iF i} 
1968 UU we 
3/29 | Filed letter of Willian S. Brown re: claim of Mr. 
Filed on 4/20/65 Claim #18.(Letter attached to claim) 
4/4 WM held and 4¥ adj. | /13 at 2:00. 
4/23 roferce signed order extending time to file specifications , ' 
ainet the bankrupt's dischagge to Tuly 12, 1968. : 


5/1 Referee signed order for 2la examination. 


5/6 

6/4 

6/13 
5/17 
6/18 


[Tiled trustee's interimrreport. 


21a examination adj. 6/17 at 2:30. 


AFM adj. 6/25 at 2:00. 


a exam adj. 8/5 at 2:00. 


Referee signed order extending time to file specifications 
cainst the bankwupt's discharge to October 31, 1968. 


AFM adj. 8/5 at 2:00.° 
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Ihe 


6/25 
8/5 


a 


IM, held & closed. RAH. 
Zia exam, 1Suil held and adj. to 8/26 at 2:00. 
0/26 Qin exem. adj. and held to Oct. 3 at 2:00. 


10/3 | Adj. 21a exam. eld & closed. 


I¢ 


10/28 | Referee signed order extending time to file specification 
of objections to the bankrupts discharge to 12/2/68. 


10./28 | Referee signed order for 2la exam. 


i 
| 
10/30 | Referee made memocandum notation on order dated 10/28/68 
las follows: "order is hereby vacated-sce page 33% of steme ly 
| graphic minutes, 8/5/68" Notice mailed to interested «i 
| parties. 


riled trustee's ninth interim report (NONE) 


11/4 % 


12/2 | SoS emt OA OTS IBN NE FE BOR veel 
hawacdrea ithe coaid.cacpmaytges hae aGaetodub, : 
| RanalsnadnhrmTs 
| ; 
12/2 | Filed specifications of objections to bankrppts discharge 
| paid $10.00 to Clerk of Court receipt # 69602. 
| 
'Filed stipulatoin re: specifications of objection of 
| Trustee. 
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. 5/28 
6/5 
6/26 


9/12 

10/28 
11/10 
12/24 


1976* 


inulation by Atty 


of Oljcet 


mailed notice of hearing on 


arties 
p 


filed substitution for the Attys. 
iGartlir, Hoflicimer Gottlieb 


rs > 
AOL 


ie 
ons To b 


February 


lAndrew kuchinsky.) 


} 


| letter 


0; 


i i «it 


+ 


bankrupt 


lischarge 
2PM 


ior } 
& Gross(sul 


Filed answer to objection to discharge 
acceptance from atty. 


fox 


rey 


to all interested 


Specifications 
x { 


jankrupt, Horheimerj 


stituted for 


together with 
Crus 


tee 


~ 


iHrg. on obj. to discharge further adj. to 3/4 at 2:00. 


| Hg on Obj. to discharge, adj. to 5/19 at 2:00. 


Adj. hrg. on obj. to discharge held & adj. to 5/26 at 


j 
\Filed trugee's tenth interim report. 


} 


9.) 
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|Adj. hrg. on discharge held & adj. to 6/5 at 10:30. 


‘Adj. hrg. on discharge adj. to 6/26 at 10:30. 


Adj. Hrg.on dischrge adj. to 9/12 at 10:30. 
‘Adj. heuring on discharge, adi. to Oct. 286th at 19:00. 
Adj. hre. on spec. adj. to Nov. 24th at 19:00, 


‘Filed trustee's eheventh interim report. 
'Adj. hre. on specifications adj. to Dec, 15th at 16:30. 


Adj. Hrgon speicfications adj. to March 5th at 10:60. 


| Adj. Urg. 


Adi. 


hre. 


on spec., adj. 


on spec. of obj. 


specification of 


Fri LR~ Be Od 2ENe 


to discharre, adj. 


obje,. tc 


to April 16th at 10:00 


to 5/12 at 


dishcarre, 


sai, it 


iin elites lb an Tacliee 
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j 
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ROBERT A: 


5/28/70 Filed trustee's 12th {aterim report 
H 


5/28 Adj. hrg. on Specs. of Obj. to Discharge, adj. 
11:00 


Filed n/m re: Obj. to claims ret. 6/29 at 11:00 


Adj. Hrg. on Obj. to discharge adj. to 9/15 at 
Obj. to claims, held & adj. to //23 at 11:00 


Pe 


Filed affidavit in vp? 4tion re: obj. to clain of 
Yracon Corp. 
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Referee signed order fixing clairs. 
ADI. obj. to claims held and adj. 9/15 at 2:06 


Adj. Urg. on Specs. to Discharge. Adj. Obj. to claims 
adj. to 10/13 at 2:00 


Adj. hearing on spec. of obj. to discharge, adj. 
obj. to claius adj. to 11/17 at 2:00. 


eT ES hile 


Filed answer by Caiusburg, Cottlicb, Levitan & Cole 
attys. for Centruy Industries Co. re: obj. to clain 
filed ret. 11/17 at 2:00. 
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4 Trustee's thirteenth inte report. 


hearing on spec. of obj. » discharge. 


claims adj. to ler. Bt 


Obj. to claims heid and adj. to 1/8 
Hearing on 4. to discharge 


10:30. 
rEferee signed order reducing and allowing 
16 and 23. 


Adj. Obj. to claims , Adj. Hearing on spec. to obj 
discharge: adj. to 2/8 at 11:00. 
Adj. objection to claims, Adj. hearins on sp 
of objections to discharge adj. to February 
2:00. 

Adj. objection to claims, Adj. hearing, on spe -ific 
of objections to discharre adj. to April 26, 197% at 


Referee signed order reducing claim #2% filed by Century 
industries Co., Inc. 
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ourteenth jiurerim repor 


hry. on specifications of 
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Sept. 36, 1971 at 2300. 


to 1,136.72 at 2:00, 


objections to claims adj. 
objecitons to discharge 


on specifications of 
to 1,130.72 at 2200.% 
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#5 ft eenth interim report - 


ndj. to 5-1~72 at 19200, Adj. 


objectians to discharge, held 


neferce signed order authorizing the filine of claims of 
yf. Arthur Klein & Leo Klein ts timely filed. 


* ry pS 


adj. to 7-18-72 at 10:%C. 
September 28, 1972 at 10:00. 


Adj. objecticns to c 
hdj. obj. to claims adj. t 


Referee signed order authorizing special meeting of cred 
of objections to 


to withdraw specif ications 
~ & 


itors, Re: 


L972 € 10:90. 


harge. Ret, Se ou; 
j 


ecial meeting of ereditors, fil 


Mailed 175 notices o 7 16 
NIY Atfidavi milinjy, ling. Sept. 2h, 72 at 102700. 


withdraw 
9-28-72 at 


stipulation dated 
_~ ivit filed 9-20 72. 


197, 


Filed affidavit 
Ret. 9-28-72 at 
[Filed by the Attys. fox Jack Roethercia, « 
lifgfications of objcction to banxraypr's di 


$10.00 to the Clerk of the Court, veceipt 


stee's appli 


9-27-72 | Filed affidavit objecting to Yiu 
|Atty. for Tracon Corp. 


9-28-72| Adj. obj. toclairs held & adj. to Novenber 6, 
11:00, special hearlug to withdriw cbjeccions 


held & closed. 


j * * 
Filed Referee's memorandum, re: Trustee's moticn 


10-10-72 
draw specifications of objectiows to discharge. 


ov. 20, 1972 at 11:09 


11-6-72 Adj. obj. to claims adj, to N 
jan. 18, 1973 at 10:30 


11-20-72, Adj. obj. to claims adj. to a 
1-5-73 Filed trustee's seventeenth interim report, 


1-18-73 Adj. chbjections tm clhims adj. to 2/13/73 at 11; 


Adj. objections to claims adj. to 3/19/73 at 10 


2-13-73 
3-19-73 Adj. obj. to claims closed, 
10/5/73 Viled reply mexzorendum on behalf of bankrupt Re 


11-14-73 Filed trustee's seventeenth interim report. 


12-3-73 Filed decision on discharge. 


2/27/75 |Order signed denying DISCHARGE to Bankrupt. 


isTRICT COURT 
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Filed Notice of Appeal 
Order dated 2/27/75 de 
sent to 
Levy & Ruback, 
Clerk of the Court. 
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FIRST MEETING OF CREDITORS 
NITED STATES DISTRICT COURT 
UTHERN DISTRICT OF NEW YORK 
(in Bankruptcy) 


te ne LCD 


In the Matter 


of 


ROBERT A. MARTIN, also lnown as 
R, ALLAN MARTIN, also known as 
ROBERT ALLAN MARTIN, 


Bankrupt. 


United States Court House 
Foley Square, New York, N. ¥. 


August 5, 1968 - 2:20 P.M. 


Before: 
HON. ASA S. HERZOlS 


Referee 


ADJOURNED FIRST MEETING OF CREDITORS 


Appearances: 


LEVY, LEVY & RUBACK, ESQS., 
Attorneys for Trustee, 
225 Broadway, 
New York, New York 

BY: GARY BLUM, ESQ., of Counsel. 


BEATRICE & GOTTLIEB 
Official Court Keportee 
Room 230, United States ¢ ourthouse 
Voley Square, New York, &. Y. 10007 
MeEctor Ls9s)s 
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13a 
Appearances: (Continued) 

AUSTT CRAIHAM, ESQ., 

Attorney for Hertz & Herson, 

230 Park Avenue, 

New York, New York 
LEON I. RADIN & CO., 

Accountants for the Trustee, 
BY: SYDNEY C, LAUTT, C.P.A. 
ANDREW E, KUCHINSKY, ESQ., 

Attorney for Bankrupt, 

233 Broadway, 

New York, New York 


MR, BLUM: If I understand it, your Honor, Mr. 
Ruback is in charge of this matter and he is on 
vacation until tomorrow. Until we finish with the 
examination of the accountant, we stili do not know 
what books and records they have or they turned inet! 

One of the issues involved in this proceeding ; 
4s the books and records of the bankrupt and whether 


they fairly depict -- 


| 
. 


THE REFEREE: Why wasn't this gentleman told wha 
records you wanted? : 

MR, BLUM: If your Honor pleases -- 

THE REFEREE: Why do you have to tell him now to 
cone back? They are recognized well known accountants, 
On a telephone call they would have given you anyth ing 
you asked for. 


Is that not right, sir? 


ve 


MR. BLUM: Well, they did, in 4 sense, We went ! 
up there 
REFEREE: I know you did, 
BLUM: We went up there, 
GRAHAM: We opened up our records to then, 


REFEREE: Why is it necessary to adjourn it 


today? 
MR. BLUM: Because I still do not know what 
documents he has concerning the Foundation which 


would bear upon ti  ankrupt's books and records, 


| 
| 
| 
| 
! 
| 
| 
| 
| 
| 


MR, GRAHAM: I< it please your Hoos, we mpenec | 
up our entire files and their accountant came in and ! 
they know very well what we have, 

MR, BLUM: We felt, your Honor, that we have to 
have them marked in this proceeding. 

THE REFEKZE: I am not adjourning any further “3s 
far as Mr. Martin is concemed, If you do not want 
to examine him today I will close the examination, 

Taere comes a point where it becomes harassmene, 
It is not an examination any more, it is now harass. 
ment, This man has been examined, examined, and 
examined, time and again, He my have been a little 
difficult at times put that has nothing to do with it, 


He did appear and he was examined, This case is on, 


I think, almost four yearse 


You have had every single opportunity to tear | 
| 
this case apart in 1ittle pieces, and this man is : 
| 
dragged pack again and again and again. I think this. 


is using the Bankruptcy Court to persecute somebody 


and I won't permit it. 

Tf your further axamination of other witnesses 
discloses an absolute necessity to examine Mre Martin, 
you my make an application to me on notice to MYe 
Martin's attorney setting forth what it is you 
discovered and what it is you want to examine him 
about that you did not examine him about before, and 
at that time I will entertain an application to 
reexamine him further, but until that time the 
examination is closed. 

MR. BLUM: May J ask the Court whether it is the 
practice of this Court to set a date for hearing 
specifications now that the examination of Mr. Mart? 
is closed by the Court? 

MR. KUCH INSKY: Excuse Me, your Honor, they do 
have -* L d> not have the exact date -- but there i: 
an order on file. 

THE REFEREE: “hat is not connected. 


MR. BLUM: I wos under the impression it remal 


16a 


open so long as the examination of Mr, Martin was 


not concluded, 


4 THE REFEREE: It is only if an order is in 


existence, If that order is about to expire you may. 
| make further application and I may grant that althoug 
the examination is closed completely, and if you can 

| indicate why you are not prepared to file specifi- 


cations I might extend it, That has nothing to do 
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MR. GRAHAM: Do you still need Mr. Uannon? 


MR. BLUM: Yes, I need him. | 


He wants him back for that 


| 
| 
| with it, 
| 
| 
| THE REFEREE: 


examination, 


The adjourned first meeting is marked closed, 


(Hearing marked closed.) 
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UNITED STATES DISTRICT COURT TED MAY 19, 1969 
SOUTHERN DISTRICT OF NEW YORK 

(In Bankruptcy) 


In the Matter 


of 


ROBERT .\. MARTIN, a/k/as No §5=B-153 
R, ALLAN MARTIN, a/k/as 
ROBERT ALLAN MARTIN, 


Banicrupt 
United States Court House 


Foley Square, New York, N. 


May 19, 1969 - 2.) P.M, 


. ASA S. HERZOG 


Referee 
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ADJOURNED HEARING ON OBJECTIONS TO DISCHARGE 


Appearances: 


LEVY, LEVY & RUBACK, Esqs. 
Attorneys for Trustee 
225 Broadway 
New York, New York 
By: ROBERT I, RUBACK, Esq., of Counsel 


BEATRICE R. GOTTLIEB 
Official Court Reporter 
Room 230, United States Courthouse 
Foley Square, New York, N. Y. 10007 
REector 2-3933 
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BARTON NACHAMIE, Esq. 
Trustee 
11 West 42nd Street 
New York, New York 


HOFHEIMER, GARTLIR, HOFHEIMER, GOTTLIEB & GROSS, | 
Attorneys for Benkrupt 
61 Broadway 
New York, New York 

By: BERNARD GARTLIR, Esq., of Counsel 


LEON I. RADIN & CO., 
. Accountants for the Trustee 
By: SIDNEY C. LAUTT, C.P.A. 


ALSO PRESENT: 


MR, ROBERT A. MARTIN 


MR, GARTLIR: Mr. Referee, I have a memorandu:: 
I would like to hand up. 
MR. RUBACK: May I have a copy, please? 
GARTLIR: Yes. 
RUBACK: Thank you, 
All right, let's proceed. 


RUBACK: Mr. Lautt, will you take the 


NACHAMIE: Your Honor, before the witness 
starts, I am the trustee in this proceeding and 
bankrupt counsel served me with a subpoena and I 


was curious as to how long he would need ne here. 
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MR, GARTLIR: My subpoena was directed to 
the records in the possession of the trustee, and 
subject to the convenience of the Court we will 
not need Mr. Nachamie here. The purpose was to 
make sure there would be available for the Court 
the records the trustee has under subpoens. 

MR, RUBACK: All the records will very shortly, 
as soon as I qualify Mr. Lautt, be offered in 
evidence, 

MR, NACHAMIE: Your Honor, may I state all 
the records I had I turned over to Mr. Lautt. I 
have nothing further in my physical possession that 
I know of. 

THE REFEREE: Counsel indicates that he will 
release you. 

MR, GARTLIR: Fine, unless you are called as 


a witness. 


MR, NACHAMIE: Fine, if you need me -- 


MR, GARTLIR: May I add this, your Honor, if 
the occasicn arises -- 

THE REFEREE: He is the trustee and he will 
be here. 

MR, NACHAMIE: I will be available. 

THE REFEREE: I will sunmon him. He will be 
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available on telephone call. 


MR. NACHAMIE: Certainly. 

NEY Cc. LAUT FT, residing at 
2745 Winona Road, Baldwin, New York, called as a 
witness on behalf of the Trustee, having been 
first duly sworn by the Referee, wes examined 
and testified as follows: 

THE REFEREE: I am going to give you 4a dif~- 
ficult task, Mr. Ruback. I want you to indicate 
to me what specification you are proceeding on 
each time and complete it. 

MR, RUBACK: Yes, your Honor. 

THE REFEREE: So that I won't have to read the 
record later on and try to decide what specification 
you were aiming at, or thrusting at. 

MR, RUBACK: The initial thrust of ny 
examination at theoutset, your Honor, will be as 
to the failure of the bankrupt to keep proper 
books and records. 

THE REFEREE: That would be specifications 
1 and 2? 


MR. GARTLIR: 1 end 2, your Honor. 


THE REFERKE: That is what I thought. Specificas 


tions 1 and 2, is that correct? 
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MR. RUBACK: That's right, your Honor. 

THE REFEREE: When you are through with speci- 
fications 1 and 2 I would like you to indicate it 
and let cross examination proceed at that time on 
those specifications. We will try to complete 
each specification as we proceed unlets they are 
go completely joined that the testimony will apply 
to two or more. 

MR, RUBACK: I should indicate at this time, 
your Honor, that they will be joined in various 
parts. 

THE REFEREE: You will have to indicate it as 
we go along. 

Now we are proceeding on 1 and 2, failed to 
keap and failed to preserve books and records of 
account. 

MR, GARTLIR: If your Honor pleases, from which 
the financial condition and business transactions 
might be ascertained, which is the language of the 
etetute. 

THE REFEREE: Are you assuming I do not imow 


the Language of the statute? 


MR, GARTLIR: i was referring to Mr. Ruback's 


statenent. 
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THE REFEREE: If he just faile to prove books 
and records which have no connection with financial 
condition I would entertain a notion to dismiss them. | 
So let him worry about what he hag to prove. | 

Now, let's get going. 

DIRECT EXAMINATION 
BY MR, RUBACK: 


Q Mr, Lautt, are you a member of the firm of 


| Leon I, Radin & Co.? 


| A I am. 


| 
Q Are you personally a Certified Public Accountant? 
I an. | 
Q And was your firu ‘‘etained by the trustee in 
this proceeding? 
b It was. 
| Q Ave you familiar with this type of insolvency 
| proceedings, namely, bankruptcy proceedings? 
| A I an. 
Q How long have you been engaged as accountants 
! for trustees? 
A In excess of 25 years. 
| Q liave you at the request of the trustee examined 
the books and records of the bankrupt which vere turned 


over to the trustee, or the trustee's counsel, or the 
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trustee's accountants, or any other representative of 
the trustee? 
A I have. 

Q Are those books and records which you have 
examined in court today? 
A They are. 

Q Mr. Lautt, this envelope «iieh you have handed 
me contains what records of the bankrupt? 
A It contatns bank statements, cancelled checks, 
duplicate deposit slips, on his account with the Irving 
Trust Company that were turned over to the trustee or his 
representative. 

MR, RUBACK: Your Honor, with the permission 
of counsel, I would like to offer them as one 
exhibit for the purpose of facilitating time, 
or if necessary we can take them page by page, 
whichever you and counsel may prefer. 

THE REFEREE: Show it to counsel. 

MR, GARTLIR: May I just on voir dire, if 


your Honor please? 


THE REFEREE: Yes. 


MR. GARTLIR: Did I wnderatand you to say, 
Mr. Lautt. that theee are all the records that were 


turned over that you have with you today? 
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THE WITRESS: No. 

Mm, GARTLIR: Do I understand you to say that 
you do not have all the records that were turned 
over to you? 

THE WITNESS: No. 

MR. GARTLIR: Where are ail the recorda? 

THE WITNESS: Here. 

MR. GARTLIR: Let we see if I wake myself 
perfectly clear. 

Are you telling this Referee that all the 
records that were turned over to you or made availabl 
to you are in this courtroom today? | 

THE WITNESS: All the records of the bankrupt? 

MR, GARTLIR: Cf course, of the venkrupt. 

THE WITYESS: Yes. 

MR, GARTLIR: I have no objection to this 
piece of it going in if this is the gentlenan's 
testimony. 


THR REFEREE: Mark the envelope. Mark the 


errve lope containing the bank statements and cancelled 


1 


checke and duplicate deposit slips oi the Irving | 
Trust Company. 
Ls that correct, Mr. Witness? 


THE WITNESS: That is correct. 


Lautt - direct 9 
(Envelope containing bank statements, cancelled 
checks and duplicate deposit slips of the Irving 
Trust Company marked in evidence as Trustee's Ex- 
hibit 1 of today's date.) 
{HE REFEREE; Next question, please. 
DIRECT EXAMINATION 
CONTINUED BY MR. RUBACK! 
Q What have you now/ 
A I have here in this envelope all of the checks, 


bank statements, duplicate deposit slips covering the bank= | 


| 
} 
rupt account at the American Trust Company. 


MR, RUBACK: I offer same as one exhibit. 

MR. GARTLIR: You want me to take it out of 
the scaled envelope, I assume: 

MR, RUBACK: Yes. 

(Envelope examined by Mr. Gartlir.) 

MR. GARTLIR; No objection. 

MR, RUBACK: I offer this as one exhibit. 

THE REFEREE: Mark it. 

(Envelope containing the bank statements, cheeks, 
duplicate deposit tickets covering the bankrupt | 
accoun: at the American Trust Company marked in | 
evidence as Trustee's Exhibit 2 uf today's date.) 


Q Any others? 
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A Yes, thia is the envelope for the same records on 


his account with the Chase Manhattan Bank, 


MR. GARTLIR: May we ave che years iaiia:. 


please, tir. Referee’ 
VE REFERFE: Can you give us the ;2ers on this 
Last one, piease’ 


MR, GARTLIR: 1943, did I understand you to say? | 


THE WITNESS: That is rigit. 
MR. RUBACK: I offer this as one exhibit, your 
Honor. (Handing sane to Mr, Gartlir) 


MR, GARTLIR: Ne objection. 


(Envelope containing the records with reference 


to the Chase Manhattan Bank marked in evidence as 


Trustec's Exhibit 3 of today's date.) 


“HR WITHESS: ‘This is the sane for the Chemical 


Bank & Trust Company. 
MR, GARTLIR: What year, please? 
THE ‘KEE: Well, it covers part of 1961 and 
cf 1963. 
HMR. GARTLIR: No cbjecticn. 


THE REFEREE: Mark it. 


(Envelope containing the records with reference | 


to the Chemical Bank: & Trust Company marked in 
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evidence as Trustee's Exhibit 4 of today’s date.) 

MR, GARTLIR: May we to Gave me, your Honor, 
lec thie witness testify seriacim as to what he 
sas there, and he can lool: at chem all at once and 
be done whith it, at least what he has before him 
on tix: table. 

THRE REFEREE: That !g all right with me but 
I won't interfere witu counsei. 

MR RUBACK: Let me juse consult with Mr. Leutt, 

THE REFEREE: Off the record, 

(Discussion held vLf the vecord.) 

Ti WITNESS: The sawe on the Marine Midland 
Trust Company. 

THE REFEREE: We will go che way we were 
going. Show it to counsel, 

What is the year for che Marine Midland? 

Tae WITNESS: 1961. 

When I mention tie year I want to say I do not 


wean co imply that I lave a full and complete year. 


They are dated 1961 aad tuey ave not necessarily 


completa for tuat your. 
(TU! REFERER: Aili rivht. Show that one to 
counsel, 


MR. GARTLIR: No ovjection. 


n 
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(Envelope containing cancelled checks, bank 
statements and duplicate deposit slips with reference 
to the Marine Midland Trust Company marked in 
evidence a# Trustee's Exhibit 5 of today's date.) 

THE WITNESS: Federation Bank & Trust Compeny, 
1964, 

THE REFEREE: That will be Exhibit 6, is 


that right? 


MR, PUBACK: Yes. 

(Same is handed to Mr. Gartlir.) 

THE REFEREE: Mark it. 

(Envelope containing checks, bank statements 
and duplicate deposit tickets for the Federation 


Bank & Trust Company marked in evidence as Trustee's | 


Exhibit 6 of today's date.) 

THE WITNESS: Hanover Bank, 1960. 

(Same is handed to Mr, Gartlir.) 

THE REFEREE: Mark it Exhibit 7. 

(Envelope containing documents referring to 
the Hanover Bank marked in evidence as Trustee's 
Exhibit 7 of today’s date.) 

THE WITNESS: National State Bank of Newark, 
1964, 


(Same is handed to Mr. Gartlir.) 


Lautt - direct 13 
THE REFEREE: Mark that as Trustee's Exhibit 8. 
(Envelope referring to the National State Bank 
of Newark marked in evidence ae Trustee's Exhibit 8 


of today's date.) 


THE WITNESS: National “eswatk & Essex Bank, 1964-4 


1965. 
(Same is handed to Mr. Gartlir.) 
THE RZFEREE: Mark it as Trustee's Exhibit 9, 


(Envelope containing documents with reference 


to the National Newark & Essex Bank marked in evidence 


as Trustee's Exhibit 9 of today's date.) 


THE WETNESS: Firat National City Bank, 1963 and 


1964, 

(Same fs handed to Mr, Gartlir.) 

THE REFEREE: Mark it. 

(Envelope containing documents with reference 
to the National City Bank referred to marked in 
evidence a% Trustee'c Exhibit 10 of today’s date.) 

THE WITNESS: Kings County Trust Company, 1960, 
1961, 1962. 

(Same is handed to Mr. Gartlir.) 

THE REFEREE: Mark it. 

(Envelope containing documents with reference 


to the Kings County Trust Company marked in evidence 


| 
| 
| 
} 
| 
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as Trustee's Exhibit 11 of today's date.) 

THE WITNESS: ‘Trade Bank & Trust Company, 1961 
and 1962, 

(Same is handed to Mr. Gartlir.) 

THE REFEREE: Mark it. 

(Envelope with reference to the Trade Bank & 
Trust Company marked in evidence 2s Trustee's Ex- 
hibit 12 of today's date.) 

THE WITNESS: Manufacturers Hanover, 1964. 

(Same is handed to Mr. GartLir.) 

THE REFEREE: Mark it. 

(Envelope containing documenta with reference 
to the Manufacturers Hanover Trust Comgany marked in | 
evidence as Trustee's Exhibit 13 of today's date.) 

THE WITNESS: The Royal State Bank, 1962, 1963. 


(Same is handed to Mr. Garvtlir.) 
THE REFEREE: Mark it as Exhibit 14. 
(Envelope containing documents wi.th reference 


to the Royal State Bank marked in evidence as Trustees 
Exhibit 14 of today's date.) | 


THE WITNESS: A package of miscellaneous money | 


orders, 


(Same is handed to Mr. Gartlir.) 
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DIRECT EXAMINATION 
| CONTINUED BY MR, RUBACK: 
Q Mr. Lautt, this package of miscellaneous 
money orders is contained in an envelope bearing the years | 
1963, 1964 and 1965. Is this the envelope which you re- 
ceived? 
A Yes. 

THE REFEREE: Mark it. 

(Envelope containing miscellaneous money orders | 
referred to marked in evidence as Trustee's Evhibit 1$ 
of today's date.) | 

THE WITNESS: A packase ef brokerage statements | 

and confirmations of trades covering the account of | 
Ira Susaman, | 
(Same is handed to Mr, Gartlir.) 
THE REFEREE: Mark it No. 16. 


(Package of brokerage statements and confirmations 


of trades covering the account of Ira Sussman marked | 
in evidence as Trustee's Exhibit 16 of today's date.) 

THE WITNESS: The same assortment of papers 
covering the account of Leo Klein Roth, 

(Same is handed to Mr. Gartlir.) 

THE REFEREE: Mark it 17, 


(Envelope containing assortment of papers 


11 ] 
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covering the account of Leo Klein Roth marked in 


evidence as Trustee's Exhibit 17 of today's date.) | 

THE WITNESS: A folder of credit and debit 
slings on the account of Robert A. Martin with -the | 
Tracon Corp, bearing the date 1940, 

MR, GARTLIR: Mr. Referee, may I? 

THE REFEREE: Yes. 

MR. GARTLIR: On this one, isn't it a fact 


that thig also pertains to the year 1961 in pert, | 


the second page, top exhibit? 

THE WITNESS: Let me take a look at it. 
(Witness examines same) Oh, yes, there was January 
1961 there too. | 

MR. GARTLIR: Okay. 

(Folder of debit and credit slips on the 
account of Robert A. Martin with the Tracon Corp. 
referred to marked in evidence as Trustee's Ex- 
hibit 18 of today's date.) 

THE WITNESS: ‘J.ese are debit and credit slips 
showing transactions of the bankrupt with the 
Tracon Corp, dated 1961. | 
(Same are handed to Mr. Gartlir.) | 
THE REFEREE: Mark then, 
(Folder containing debit and credit slips of 
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transactions of the bankrupt with the Tracon Corp. 
referred to marked in evidence as Trustee's Ex- 
hibit 1° of today's date.) 

THE WITNESS: A folder of debit and credit 
slips covering the account of “ne banicrupt with the 
Tracon Corp. dated 1462. 

(Same are handed to Mr. Gartliz.) 

THE REFEREE: Mark it. 

(Folder of debit and credit slips of the bank- 


rupt's account with the Tracom Corp. dated 1962 


marked in evidence as Trustee's Exhibit 20 of today's 


t 


date.) | 
THE WITNESS: These are trading slips of the 
bankrupt covering the year 1962. 
THE REFEREE: What are they? 
MR. GARTLIR: Trading slips. 
THE REFEREE: Mark it. 
(Package of trading slips of the bankrupt 


covering the year 1962 marked in evidence as Trustee's 


Exhibit 21 of "48 dare.) 

tue WITWESS: his is a package of trading 
slips for the year 1¥01, (Same are handed to Mr, 
Gartiir.) 


MR. GARTLIR: May I have the witness’ answer? 
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(Last answer of witness read by Reporter.) 


THE REFEREE: Mark it. 


(Package of trading slips for the year 1961 
marked in evidence as Trustee’s Exhibit 22 of 
today's date.) 

THE WITNESS: This is a package containing 
trading slips of the bankrupt dated 1962 and 
brokerage statements on the account of Arthur 
Sonnenschein, and credit and debit slips, apparently 
covering, the account of a Mr. Vernon Towars with 
the Tracon Corp., and some trading slips covering 
stock transactions of Mr. Vernon Towers, 

Q Are all of these contained in the original 
package which was submitted by the bankrupt? 
A Yes. 

(Package handed co Mr. Gartlir.) 

THE REFEREE: Mark it. 

(Package containing trading slips of the — 
dated 1962 and brokerage staterents of the account | 
of Arthur Sonnenschein, and debit and credit slips 


covering the account of a Mr. Vernon Towers with the 


} 
} 


Tracuu Corp., etc., marked in evidence as Trustee's 
Exhibit 23 of today's date.) 


| 
THE WITNESS: One file containing a statement of) 


| 


} 
} 
| 
| 
| 
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the accmimt of Robart F. Martin sith the Cranbery, 
Marache & Co., Ine. fo September 1962. 


(Sane ie handed to Mr. Gartlir.) 


(File containing statement of the account of 
Robert. F, Martin with Granbery, Marache & Co., Ine., 
for September 1962 .arked in evidence as Trustee's 
exhibit 24 of today's date.) 

THE WITNESS: A folder of papers captioned 
"Dividend take-off# 1°62", 

(Same Landed to Mr, Gartlir.) 

THE REFEREE: Mar: it. 

(Toldex of papers captioned "Dividend take-offe 
1962" marked in evidence as Trustee's Exhibit 25 
cf today's date.) 

TIE WITNESS: tT want to add as to this last 
group of papers, dividend take-offs, I cannot de- 
termine whether 4i is a record of the bankrupt or 
of sovebody else, of “obert A. Martin Assoctates, Inc, 


A folder entitled "Dividend take-offs 1961", 


and my explanation also carriee forth as to this one. | 


I canvo: determine whether they are the bankrupt's 
records oz not, 


Sane tgs ianded to tr. Gartlir.) 
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TIE REFEREE: Mar it. 


(Folder entitled "Dividend take-offs 1961" | 


mariad in avidence as “ruscea's Exhibit 26 of today's 
date.) rs 
THE WITNESS; Trading slips dared 1959, 


(Same are handed co li, Gartlix.) 


| 
| 
| 
| 


TH REFIREE: Hark chic, | 
Trading silps diced 195, ceferred to marked | 
in evidence as irustea's imilvi. 27 of today's date,) | 
CUE WITNESS: An aecuouns cuervent of the banicrupt | 
wit tle Tracon Corp, called cisaring account | 
covering period March 4. Ly61 turough January 31, 1962, 
(Same ia handed ico Mr Gartlir.) | 
(Account current of cue bankrupt with the 
Tracon Corp. called clearing account covering 
period Narco 5, 1961 t.cough Junuary 31, 1962, marked | 
in evidence as Trustee's Exhibit 28 of today’s date.) | 
THE WITNESS: Tha cunning of an account of 
Robert A, Martin with the Tracon Corn, covering, the 
period July 1, 2/60 through Jamuary 9, 1962. 
(Same is handed iv Mx, Garcclir.) 
Til. REFEREE: Maz. it. 
(Rumming of an account of Robert A. Martin with 


the Tracon Corp, for the per od July 1, 1960 through 
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2 January 9, 1962 sarked in evidence as Trustee's | 
3 Exhibit 2° of today's date.) | 
«| MR, RUBACK; Your donor, L would like the reeord | 
5 H te note chat we do have « nunber of othar records | 
| 

| | 


6 || which were turned over io us by the bankrupt but 


2 |i wniel selace co third parcies, and I want this | 
| | 

8 || clear In case there are any questions as to the 
9 fact that we have then in our posseasion, and | 
| 
10 should they becoma necessery to either our case | 


or to cha bankrupt'’s case we will, of course, 


12 subnii ‘he oc the Cource | 
13 Now, your It tor, i have with me a transcript | 


of a statement of the account of the bankrupt 

15 | with the Bankers Truat Company. Thie statement 
was furnished to ~e a number of months ago and 

17 || I did subpoena the Baniers Trust Coupany prior to 


this irial su fiat 2 vepresentaiive could identify 


19 this account which aas never becn marked in evidence 
herets 

sFoaehymatnt« T 7 Varta Tata . F 

afortunatel L am advised that they cannot 


sere today and were checking 


i should like to offer it in evidenee et this 


time sipject ue connection, of course, when I 


3 
Lautt - direct 22 


produce a witness from the Bankers Trust Company 

to indicate that thie a true and correct transcript 
of the account of Robert Martin with the Bankers 
Trust Company, bearing account No. 30611929. 

MR. GARTLIR: Let me see it. Maybe I will 
consent to it. 

(Same is handed to Mr. Gartlir.) 

MR, GARTLIR: I will etipulate that this is a 
record of a sopy of the Bankers Trust Company 
account with Robert Martin. 

THE REFEREE: Mark it. 

MR, GARTLIR: May we have the year identified? 

MR, RUBACK: I am looking for it. Let the 
record further indicate that this transcript is 
for the period June 26, 194% to January 20, 1964, 

THE REFEREE: What bank is it? 

MR, RUBACK; The Bankers Trust Company. 

THE REFEREE: Mark it. 

(Copy of the transcript of the account of the 
bankrupt with the Bankers Trust Company for the 
period June 26, 1963 to January 20, 1964 marked in 


evidence as Trustee's Exhibit 30 of today's date.) 


MR, RUBACK: Do I understand from counsel's 
stipulation that he will concede that this is a true 
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and correct copy and it is not necessary to produce 


a witness from the Bankers Trust Company? 

THE REFEREE: He did not say that. 

MR. GARTLIR: So that there will be no mis- 
understanding I will take the position that this 
truly an account of Robert A. Martin Associates, 
and the records in the possession of the trustee 
and his accountant wiii so indicate. 

MR, RUBACK: You say Robert A. Martin Associates? 

MR, GARTLIR: That's right. I am conceding | 
that, however, a8 a copy of an account in the name 


of Robert A. Martin, held with the Bankers Trust 


| 
| 
| 
| 


Company. 

THE REFEREE: Now you have me all confused. 
The account in the name of Robert A. Martin? 

MR. GARTLIR: That's right, your Honor. 

THE REFEREE: What you are saying is that it 
actually is an account of Robert A. Martin Company? 

MR. GARTLIR: That is correct. That is what 
we contend and what we will show. 

We will concede that this is the physical record | 
of that account and you do not have to bring anyone | 
to further identify it for that purpose, 

THE REFEREE: We will recess now until 
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3:30 o'clock p.m. 

(Recess taken at 3:25 o'clock p.m. and 
hearing resumed at 3:35 o'clock p.m.) 

THE REFEREE: All right, next question. 

MR, RUBACK; Your Honor, may I have the 
schedules and statement of affairs from the file? 

THE REFEREE: I do not have it. Do you want 
me to send for them? 

Off the record, 

(Discussion held off the record.) 


MR. RUBACK: Also, your Honor, the amendment 


to the statement of affairs which is August 30, 1966. | 


THE REFEREE: Are we now waiting for those 
schedules? 

MR, RUBACK: Yes, but I would be willing to 
proceed in the interim, 

THE REFEREE: Let's proceed. 

MR, RUBACK: Your Honor, I should like to 
have deemed marked in evidence the schedules in 
bankruptcy filed by the bankrupt and the oath thereto, 

THE REFEREE: That will be deemed marked in 
evidence as Trustee's Exhibit 31. 

(Schediu:les in bankruptcy deemed marked in 


evidence as Trustee's Exhibit 31 of today's date.) 


la 
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1 | Lautt - direct 25 | 
2 MR. RUBACK: Your Honor, at this time I should | 
‘ like to read into the record Schedule Be6 of the | 
4 | echedules in bankruptcy, which reads as follows: | 
5 "Books: (1) Checks, (2) some correspondence, 
6 | (3) brokerage slips, (4) biils, (5) copies of | 
7 lawsuits, (6) income tax returis accoumts," | 
8 Your Honor, I should like to nave deemed | 
9 marked in evidence the statement of affairs of the | ‘ 
10 || bankrupt and the oath thereto dated March 1, 1965. | 
n HE REFEREE; All right, it will be deemed | 
12 marked in evidence as Trustee's Exhibit 32. | 
13 | (Statement of affairs and oath thereto, dated | 
14 March 1, 1965 deemed marked in evidence as Trustee's | 
15 | Exhibit 32 of today's date. ) | 
16 | MR, RUBACK: I should like to read into the | 
17 | record at this time question No. 5 of the statement 


of affairs -- 
19 MR. GARTLIR: If your Honor pleases, is it 
necessary to read it since thie is in evidence? 


Does he have to read it into tie record? 


THE REFERER: There ig no jury here, Let's 


see what he is interested in, without conment. Just | 
read it. 


25 || MR. KUBACK: Books and records: (a) Have you 
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kept books of account or records relating to 
your affairs within the two years inmediately pre- 
ceding the filing of your original petition herein? 

"Answer - Yes. 

"(b) In whose possession are those books or 
records? 

"Answer - Hertz & Herzon, 2 Park Avenue, 
New York City, New York, Tracon Corp., 60 East 


42nd Street, New York City, New York, Century 


Industries at 1450 Broadway, New York City, New York. | 


"(c) Have you destroyed any books of account 
or records relating to your affairs within two 
years immediately preceding the filing of the 
original petition herein? 

“Answer - No.” 

Now, I would like deemed marked in evidence 
the statement of affairs and the oath thereto 
originally dated August 30, 1966 and subsequently 
changed to September 5, 1966. 

THE REFEREE: You have one set of the statement | 
of affairs in evidence. 

MR. RUBACK: This is the second, 

THE REFEREE: Was there an amendment? 

MR.RUBACK: It was an amendmert. 


24 


25 
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THE REFEREE: Show it to counsel, Are you 
familiar with it” 

MR. GARTLIR: Yes, buc I will Look at it, if 
I may. 

(Same is janded to Mr. Gartlir.) 

THE REFEREE: That will be deemed marked in 
evidence as Trustee's Exhibit 33. 

(Statement of affaires and oath originally 
dated Auguet 70, 1966 and subseque:.tly changed to 
September %, 1966 deemed marked in evidence as 
Trustee's Exhibit 33 of today's date.) 

MR, GARTLIR: Your Honor, thin is a paper 
on file. 

THE REFEREE: I said it is deemed marked in 
evidence. I cannot say tie whole file is in evidence 
because we always have to consider it mey go up on 
review, so he has to designate what he wants in the 
record, 

MR, RUBACK: I should like to read into the 
record the questions and answers of Item 2 of the 
statenent of affaire which has been marked as 
Exhibit 33 <- 

THE REFEREE: Counsel is correct, vou do not 


have to read it to me. You can point it out to me 
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in your brief whan you are through, but I have no 


feel it will help me to understand the case as it 


progresees, you go right ahead and read it without 


| 

objection if you feel impelled to read it. If you | 
i | 

| 


comment, 


| 


MR, RUBACK: I siiould like to read the 
following into the record: 

(a) By whom or under whose supervision have | 
your books and records been kept within the two | 
years immediately preceding the filing of the | 
original petition herein? | 

‘Answer - Under che bankruptcy provision and | 
Herts & Herzon, Certified Public Accountants, 2 Park | 
Avenue, New York, New York. | 

‘(b) By whom have your books of accounts and | 
records been audited during the two years ianedtarely! 
preceding the filins of the original petition nerein? | 

“Answer - No one. | 

“(c) In wiose possession are your books of 
account and records? 

“answer - See rider." 

And the rider reads as follows: 

At the tine of the filing of the petition 


the bardccupt.''s books of account and records were in 
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the possessicr of Hertz & Herzon, Certified Public 
Accountants, 2 Park Avenue, New York, New York, 
Tracox. Corp... 19 East 42nd Street, New York, New 
York, Centee Industries, 1450 Broadway, New York, 
New Yor. 

"All of these books and records have been 


turned over to Barton ilachardec, the crustee in 


bankruptcy.” 

Now, your Honor, I should Like a concession 
from counsel ac this time that Che statement of 
affairs to which I have referz:d in trustee's 
specifications of objections i¢ dated Auguet 30, 1966. 
| 


are one and the same with ihe original of thie 


Statenent of affairs whierei: the date August 30, 


1966 haa beer stricken and the date Septem»= 8, 1966 


has been added, 

MR. GARTLIR: You mean is this an error on 
the papers? 

IM, RUBAC™: Sir, I do:u't know who dtd it. 
(Handing same to counsel) 

MR, GARTLIR: I don't understand the request 
oeing made, 

iM. RUBACK: The copy delivered to the trustee 


in banicruptcy, your Honor, was dated August 30, 1966. | 
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THE REFER E; T do not understand what you are 
asking,. 

MR. RUBACK: Lo am a@xiiy, buat 
trustes has in his possession uated August 30, 1966 
be deered dated September 5, 1460, and wherever 
che specifications refer to & scatement of affairs 
dated August 30, 1706 that tiey will be deemed dated 
September 3, 1ly6éG go there wil. be no technical 
objection. 

THE REFEREE: L2t we get wis straight. They 
had to file three copies of it and apparently the 
dates were different on the copies filled, is that 
right. 

MR, RUBACK: Correct. 

MR. GARCLIR: No, Mr. Keferee. Obviously 
vhat happened is that this was prepared on the 30th 
of August and was verified vn september 8th and 
filed, md apparentiy at the request of the trustee 
when they asked for a copy of the papers they sent 
hia a copy containing the typewritcen original date 
of August 30tn. 1 can't gee waere there is anything 
other tnuan thac. 


Ti REFEREE: Is chat where you got your copy? 


wypact: L got my copy from the attorney for | 
i 
if 
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the bankrupt. 

MR. GARTLIR: That is the answer. 

THE REFEREE: Then this is the document that 
he referred to in his pepers. 

MR, GARTLIR: Anyone can look at it. 

THE REFEREE: He is saying this, counsel, in 
his specifications -- 

MR. GARTLIR: Yes, I will concede the paper 
he refers to is the paper on file. 

THE REFEREE: What is thie exhibit? 

MR, RUBACK: This is Exhibit 33. 

MR. GARTLIR: We concede that the paper you 
refer to in your specifications throughout as 
deted August 30th is in fact a copy of the paper 
on file which is in fact verified September 3th, 
and I do so concede. 

DIRECT EXAMINATION 
CONTINUED BY MR. RUBACK: 
Q Mr, Lautt, have you examined the books and 


records of the bankrupt which have been placed in evidence 


for the year 1960? 
A I have. 
Q Did you examine any check books of the bankrupt 


for the year 19607 
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MR.GARTLIR: Objected to and I move to strike 
out the anewer beginning with "No, because" -- 


THE REFEREE: Objection sustained. 


| 
No. because none were received. 
| 
{ 


Q Did you receive any check books of the bankrupt? | 


I did not. | 
THE REFEREE: For what period? 
MR.RUBACK: For the year 1960. | 
THE WITNESS: I did not. 
Q Did you receive any ledgers of the 
for the year 19607 
A I did not. 
Q Did you receive my records of the bankrupt 


for the year 1960 other than those which were placed in 


evidence today? 
A I did not. 

Q What did you do in connection with your 
examination of the available cancelled checks, bank 
statements and duplicate deposit slips of the bankrupt 
for the year 1960, all of which were heretofore marked in 
evidence today? 

& I went through all of the cancelled checks in ny | 
possession and began tabulating then, showing the dates | 
of the checks, the check numbers, the amounts and the payeeg, 


i 


{ 
{ 
j 
| 
| 
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Where the checks were issued to department stores, 
supermarkets and the like, I did not tabulate them on my 
work sheets since I considered them to be spent in con- 
nection with the banicrupc's living expenses. 

However, as to the others I proceeded along *he 
line that I indicated as far as his disbursements were 
concerned. 

Q Now, do vou know the grand total of all checks 
issued by the banicrupt during the year 1960 which you have 
examined? 

& The total of checks I examined which were made 
available to me for the year 1960 totalled $413,319.99. 
THE REFEREE: And these are exclusive of the 
checks that you thought were living bills? 


THE WITNESS: That's right, sir. 


Q Were you able to determine from you examination | 


the nature and purpose of the disbursements indicated by 

these checks? 

A I could not detarmine tha nature of disbursements 

of checks during this perind tn the amount of $362,107.20. 
Q Now, of this total of $362,107.20 for which 

you could not identify the nature or purpose, how much was | 

attributable to checks issued for cash? | 


A $46 313,15. 


| Lauct - direct 34 
| Q Wow, of this total of $362,107.20 what was the 
amount of checks issued to the banirupt and cashed by him? 
| A $20,300. 

MR. GARTLIR: If your Honox please, I am not 
sure I understand the question, Issued to the 
banixupt *- I think that was the question and I do 
not believe it was clear. May I nave the question 
read back. please? 

THE RPFEREE: Read it back. 

MR, RUBACK: I will reframe it. 

Q Of the total of $362,107.20 what total of 
checks were issued to the bankrupt as payee and casted 
by him? 

$20,300. 


Q What did you do in comeccion with your exanina- | 


tion of the available cancelled checks and bank statements | 


of the bankrupt for the year 1961, which records have 

heretofore been marked in evidence today‘ 

A Essentially I went through the same process in 

tabulating these checks on each of his accounts by the 

date, check number, amount and payee, and setting aside 

those checks which I thought were personal living expences, | 
THE REFEREE: How did you determine personal 


living expenses/ 
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THE WITNESS: Eventually I dia not tabulate, 
again, checks of department stores and supermarkets, 
THE REFEREE: Ho abovr rent’ 
THE WITNESS: Rent als. 
THE REFEREE: Ail right. 
Q What was the grand total of all checks according | 
to the books and records which have been marked in | 
evidence today which was examined by you and issued by 


the baniccupt during the year 1961? 


| A $1,379,625.61, 


Q Is that total inclugive o1 tie checks issued 
by the bankrupt for personal expenses” 
a ‘It is. 

Q Were you able to determine the nacure and 
purpose of the disbursements indicated by this $1 million 
plus in checks? 

A I was to the extent of $308,164.30, leawing a 
balance of unidentifiable disbursements as to nature and 
type to the extent of $1,071,461.31. 

I wish to add in connection with this examination 
for the year 1961 on the account of the Irving Trust. 
Company, of which I appareatly had a complete transcript 
of the account among the baniccupt's cecords, we could not 


find among the bankrupt's records cancelled checks 
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totalling $232,829, and debit mano tickets reflected in 
this account to the extent of $25,004.08, 

c Of this total of $1,071 461.31, how much was 
attributable © cheels issucd co cash? 

MR. GARTLIR: Objection, and 2 elso wil 
objaet to the previous testimony regarding this 
particular question as no* wtthin the scope of 
the specifications, The charge being made by 
the trustee here is that the banicrupt did not 
seep bonks and racords from which his affoirs 
could be ascertained, and there ig no question 
made yet before the Court as to what the purpose 
tas for which these checks were, even if they 
were drawn t2 casi: and cashed by him, 

THE REFEREE: Objection overruled, 

MR, RUBACK: Ts there an open question? 

THE REFEREE: Yas, 

MR, RUBACK: Will you please read the question, 

(Pending question read by Reporter, ) 
$56,581.16. 


| 
Q Of this $1,071,461.31 how nueh was attributable | 


“~ 


to checks issued to “he bankrunt as payee and cashed by hin? 


MR. GARTLIR: May I have that question clarified, 


if the Referee please, because it was at teal 
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3 question -- payable to the bankrupt and cashed 
3 by him, I would like to Imo -- | 
4 MIE REFMAEE: lie wants co qmiow the aggregate | 
5 £ cuec bo wbleh tie Dad cmupl was the payee and 
6 | Which 1 casa. | 
> | Mm, GARTLIR: Yo I understand cue clarification | 
8 -o that question is that there is a difference | 
i | 
9 becween :.ade payable to him and casied and nade | 
| | 
10 ! payavle to lun and deposiced for soue other purpose? | 
11 T should like to have that clarified. | 
12 THE REFERFE: He said cashed, Cashed tc me | 
13 | reans that you go to a bank an. turn it into cash. | 
14 | MR, GARTLIR: Okay. | 
15 A There were nom « | 
16 | Q Did you make a sinilar tabulation of the | 
17 | available cancelled checks and bank statements heretofore | 
18 | warked iv evidence of the bankrupt for the year 1962? 


A Yeas, 


20 | Q What was the grand total of all checks issued 


by the benkrupt for the year 1962 which you examined? 


| $1.181,492.15 | 
22 i A $1,131,459 Lomas 
23 || LH Were you able to determine the nature and purpose 


of the d¢isb xsenents indice cd by these checks which 
¢ | 


totalled $1,181,492.157 
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A Yo the extent of $451,791.01 leaving a balance 
which I could not determine the aatuce or purpose of the 
payments in the amount of 5/29./01.14, 

Q Now, O01 tnis unidentifiavie total of 
$729,701.14 what was the agyregate oi the ciuecks Issued 
to cash? 

A $25,346.95. 

Q Were there any checks issued tc the bankrupt 
as payee and cashed by hin. of this 9720,/01,14? 

A None, 

Q Now, did you make a siniiar tabulation of checks) 
from the available books and records aeretofore marked in 
evidence which you examined ior tue yeax 1963? 


A Yes, i did. 


Q Wuat was the grand total of all the checks issued 


j 
| 
| 


by the bankrupt for the year 1963 Wiich you examined from 

these records which ive been narned in evidence? 

A As of this year i903 the total of checks wiich I 

nad covered two accounts. tue Cnase lanuatctan Bank and the 

First National City Bank and they totalled $9,478.71. 
However, in my tabulacion I have added $148,033.47 

covering disbursements wade on che Laukers Trust Company 

on which we have a trauscripc, I velleve, warked in 


evidence, and tor wiich I uave no clecks at all, making a 
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Q Now, of this tctul of checks for the year 1963 


can you detcr..inc -- 


| 
total of the three »anke of $157,512.18. | 
| 
| 
| 


22 wEvGRLE: Y Buli “wo bang -- 
MR, RULACL: IL witi:dcaw che question, 


| 
| 
THE Bake: You said the Chase and he Nat-tonall 
' 
City had ageregeted soe nine tiwussand dollars. 


: WIESS: Yes, eir. 
' 


REFCREE: The otaer: bank you have no checks? | 
E WITNESS: That's cight. 
So now ve are just talking 
thc nine thousand. 
THE WITNESS: Yes. 
THE REFEREE: All right, co ahead. 
Q Of che $9,473.71 of checks, cam you determine 
the nature anc purpose ~~ 
A Frou the cheeks themselves I could not determine 
the nature and purpose of these disbursements, 
Q Can you toll m cae aggregate of these checks 
issued tc tne banixupe as payec and cashed by hin? 
A Non. 
Q be I understand fron your testiuony that you 
cannot identiiy cuis excess of $142,099 of checks issued 


suxough the Bancera Truet Company account since you did not | 
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receive the cancelled vouchers or checks? 
A That is right. 

Q Did you make a similar tabulation of the checks 
issued by the bankrupt for the year 1964 from the books 
and records which have been marked in evidence? 

A I did, 
Q Can you give me the grand total of all checks 
issued by the bankrupt during 1964 which you examined? 
MR. GARTLIR: Just for clarification, if I 
may, Mr. Referee, the question is somewhat different | 
than the question put for the prior years. 
THE REFEREE: I did not hear you. 
MR. GARTLIR: As I understood the question 

put for the prior years they related only to checks. 

The question now is addressed to all books and 

records, Do I understand that to te different -- 

MR. RUBACK: I will withdraw my question. 

0 Did you make a similar tabulation for the 
year 1964 from the available cancelled checks and bank 
Statements which have been marked in evidence? 
| A Yes, 

Q Can you give me the grand total of the checks 
issued by the bankrupt during the year 1964 which you 


| have examined? 
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$11,438.25. 

Q And were you able to determine the nature and 
purpose of the disbursements indicated by these checks 
| totalling $11,438.25? 


| A Not entirely. I was a le to determine checks to 


the extent of $844.15 leaving a balance which I could not 
identify as to the nature and purpose to the extent of 
$10 ..594 .10. 

Q Will you tell me the aggregate of thease checks 
| which were issued to cash, if any? 
A, $4,093.08, 

Q Can you tell me the aggregate of all of these 
checks which were issued to the bankrupt as payee and 
cashed by him? 

A No. 

Q Did you make a similar tabulation from the 
available cancelled checks and bank statements of the 
bankrupt which have been put into evitee today for the 
period January 1, 1965 to March 1, 1965, the date of the 
petition in bankruptcy herein? 

A I did. 

Q Cam you give me the grand total of all checks 
issued by the bankrupt during this period in 1965? 

A $410.53. 
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Q Can you identify the nature or purpose of 


these checka? 


A To ttun awhant of $100.55 leaving a balance of $310.18 


which I could not identis). 
Q Can you give um the total of all the checks 
issued by the bankrupt during the period January 1, 1960 
_ to March 1, 1965, according to the available checks and 
bank statements marked in evidence today, for which you 
cannot determine the nature or purpose? 
| A $2,331,578.41. 
MR, RUBACK: Ii your Honor please, at this 
time it was wy purpose to start examining Mr. 
Lautt relative to the deposits made by the banke- 
rupt during each of the years which I have just 
alluded to in connection with the checks, but he 
tvises me through inadvertence he left the work 
sheecs at home. He had been working on this over 
the week-end and so since it is four o'clock, or 
after four, I would suggest an adjournment at this 
time and I will then continue with my examination 
of Mr. Lautt with respect to these deposits and 
continue thereafter at such time as your Honor can 
give me. 


MR. GARTLIR: If he is not completed on this 
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particular branch of the case I hope the adjournment 
will be short. 
THE REFEREE: Off the record, 


(Discussion held off the record.) 


THE REFEREE: Monday, May 26th at two o'clock 


and I will hold toe afternoon. 


(Witness excused.) 


ao ee = 


(Adjournment taken to May 26, 
1969 at two o'clock p.m.) 


Sidney C, Lautt 


TS 


xr tion 


Envelope containing bank state~ 9 
ments, cancelled checks and 
duplicate deposit slips of 

Irving Trust Company. 


Envelope containing bank 9 
statements, checks, duplicate de~ 
posit tickets covering, the 
bankrupt account at American 
Trust Company. 


Envelope containing records 
with reference to Chase 
Manhattan Bank, 


Envelope containing records 
with reference to Chemical 
Bank & Trust Company. 


Envelope containing cancelled 
checks, bank statements and 
duplicate deposit slips with 
reference to Marine Midland 
Trust Company. 


Envelope containing checks, 
bank statements and duplicate 
deposit tickets for Federation. 
Bank & Trust Company. 


Envelope containing documents 
referring to Hanover Bank. 


Envelope referring to National 
State Bank of Newark. 


Envelope containing documents 
with reference to National 
Newark & Essex Bank. 
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XHIBITS (Cont 


Description 


Enve Lope containing documents with 
reference to National City Bank. 


Envelope containing documentt with 
reference to Kings County Trust Co. 


Envelope with reference to Trade 
Bank & Trust Company. 


Envelope containing documents with 
reference to Manufacturers 
Hanover Trust Company. 


Envelope containing documents with 
reference to Royal State Bank, 


Envelope containing miscellaneous 
money orders. 


Package of brokerage statements 
and confirmations of trades covering 
account of Ira Sussman. 


Envelope containing assortment of 
papers covering account of Leo 
Klein Roth. 


Folder of debit and credit slips on 
account af Robert A. Martin with 
Tracon Corp. 


Folder containing debit and credit 
slips of transactions of banixupt 
with Tracon Corp. 


Folder of debit and credit slips of 
's account with Tracon 
Corp. dated 1962. 


Package of trading slips of bank- 
rupt covering year 1962. 


Package of trading slips for the 
year 1961. 
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EXHIBIT & (Cont,) 


Description Page No, 


Package containing trading slipe 

of bankrupt dated 1962 and brokerage 
statements of acccunt of Aaron 
Sonnenschein, and debit and credit 
slips covering, account of e Mr. 
Vernon Towers with Tracon Corp. ,¢é%<c. 


File containing statement of 
account of Robert F. Martin with 
Granbery, Marache & Co., Inc., 
for September 1962. 


Folder of papers captioned 
"Dividend take-offs 1962." 


Folder entitled "Dividend 
take-offs 1961," 


Trading, slips dated 1959. 


Account current of banicrupt with 
Tracon Corp. called clearance 
account covering period 3/8/61 
through 1/31/62. 


Running of an account of Robert A. 
Martin with Tracon Corp. for 
period 7/1/60 through 1/9/62. 


Copy of transcript of account of 
bankrupt with Bankers Trust Co, 
for period 6/26/63 to 1/20/64. 


31(deemedBchedules in bankruptcy. 


Statement of affaires and oath 
thereto, dated March 1, 1965. 


Statement of affaires and cath 
originally dated 8/30/66 and 
subsequently changed to 9/8/66. 
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UNITED STATES DISTRICT CoURT DATED MAY 26, 1969 
SOUTHERN DISTRICT OF NEW YORK 
(In Bankruptcy) 


In the Matter 


of 


ROBERT A, MARTIN, a/!:/as N*  65=Be153 
R, ALLAN MARTIN, a/I:/as 


ROBERT ALLAN MARTIN, 


Bankrupt 


United States Court House 
Foley Square, New York, N. Y. 


HON. ASA S. HERZOG 


CONTINUED HEARING ON OBJECTIONS TO DISCHARGE 


— -— om 


Appearances: 


LEVY, LEVY & RUBACK, Esqs. 
Attorneys for Trustee 
225 Broadway 
New York, New York 
By: ROBERT I, RUBACK, Esq., of Counsel 


BEATRICE R. GOTTLIEB 
Official Court Reporter 
Room 230, United States Courthouse 
Foley Square, New York, N. ¥Y. 10007 
REctor 2-3933 
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APPEARANCE S (Continued): 


HOFHEIMER, GARTLIR, HOFHED{ER, GOTTLIEB & GROSS, Esqs. 
Attorneys for Bankrupt 
61 Broadway 
New York, New York 

BY: BERNARD GARTLIR, Esq., of Counsel 

LEON 2, RADIN & CO., 
Accountants for the Trustee 

By: SIONEY ©, LAUTI, C.P.A. 

ALSO PRESENT: 


MR, ROBERT A. MARTIN 


THE REFEREE: Off the record. 

(Discussion held off the record.) 

SIDNEY Cc. LAUT T, recalled as a witness | 
by the Trustee, laving been previoualy duly sworn 
by the Referee, was examined and testified further 
as follows: 

MR. RUBACK: Your Honor, following the last 
meeting we found tit two advice of charges slips 
from the Ban!: of Bellwood were not offered in 
evidence and I would like to offer them at this 
time as one exhibit. (Handing sane to Mr. Gartlir.) 


MR, GARTLIR: May I address a question to 


Mr, Lautt? 


65a 
Lautt 


THE REFEREE: Yes. 

MR. GARTLIR: Do I understand you to say, Mr. 
Lautt, that these are records which you had but did 
not discover at the iast meeting or have you since 
come into possession of them? 

THE WITNESS: No, I had them all the time. 1 
had them in my work papers. 

MR, GARTLIR: Then wiat I have said is that 
you had them all along -~ 

THE WITNESS: Yes, I had them all along but I 
did not realize that they werr not offered into 
evidence. 

MR, GARTLIR: These are part of the records 
of the bankrupt that you testified you received in 
one way or another? 

THE WITNESS: That's right, 

MR, GARTLIR: I have no objection. 

THE REFEREE: How are they described, please? 

MR. RUBACK: Bank of Bellwood advice of charges. 

THE REFEREF: Mar ther: | 


(Two Bank uf Beliwood advice of charges referred | 


to marked in evidence as Trustee's Exhibits 34-A and 
34-B of this date.) 


THE REFEREE: Let's go ahead, 
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2 DIRECT EXAMINATION 
3 | BY MR, RUBACT CONTINUED: 
4 | Q Mr. Lautc, did you coupuce the total deposits 


j 


5 | made by the bankrupt duriny; the yaar 1960 from the bank 


6 | statements, duplicate deposic tickets and cancelled 


} 


7 | checks which have beoa placed in evidence at this trial? 


8s i A I have. 


9 Q What is the grand total of these deposits for 


10 | the year 1960? 


11 | MR, GARTLIR: May I have just one clarification 

4 i 
12 before that anawer is given? | 
13 | Was the question "cancelled checks", is that | 

a ! 
14 your question? | 
15 THE REFEREE: Why don't we have the question | 
16 | read. | 
17 | (Pending question read by Reporter.) | 
18 || MR. GARTLIR: The only evidence in the trial | 
19 | of cancelled checks ave cheeks drawn by the bankrupt . | 
20 | I do not underscand ‘ios that will relate to deposits. | 
21 || MR. RUBACK: I will clarify it. | 
22 | MR. GARTLIR: If you will, please. | 
23 | Q Mr. Lautt, will you please advise this court | 


24 || the reason for your .aking ino consideration the cane 


25 | celled checks of the bankrupt which have been placed in 
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50 
evidence at thie trial for the purpose of determining 
the total deposits which the bankrupt made during the 


year 1960? 


if 
| A There are instances where I de not have bank state- 


6 | ments on sore cf his accounts but I do have cancelled | 
7 checker issued and paid by these banks on the accoun, I 
g | therefore have assiwoeed that there ware deposits to cover | 
P the clearance of thoes cherks during that year and in | 

10 my computation -£ deposits where tie situation arises, 
4“ IT had merely teken the total of the paid and cleared checks | 
12 | and added them to the depeslts where I did not have | 
bank statements. | 
se | MR, RTLIR: I would have to offer a mild | 
15 ! objection. I will let it stand, Mr. Referee, | 
” | but I do not think it goes to the proof of what | 
a | was in the account by naking assumptions that | 
| 


i there rust save been Jerosits to cover a check. 
Pp 


I think it goes to the validity of the proof so 


I will let 
Q 


the year 19667 


it go in. 


What is the grand total oi these deposits for 


23 || A $437,450.55. 
24 ! Q Can »ou determine the natute and source of 


these deposits hich totalled $437,450.58 for the year 19601 


| 
i 
j 
} 


i| 
} 
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I can to the extent of $22,979.45. 

Q Do I therefore understand that you cannot de- 
termine the nature and source of the remaining balance? 
A That's right, and that amount is $414,471.13. 

Q Did you compute the total deposits made by the 
bankrupt during the year 1961 from the bank statements, 
duplicate deposit tickets and cancelled checks which have 
been placed in evidence? 


| A You mean duplicate deposit tickets? 


Q That's right. 
Yes. I have got that total, $1,518,705.17. 
Q Can you determine the nature and source of 
these deposits which total $1,518,705.17 for the year 19617 


| A I have to the extent of $166,307.06. 


Q To what extent, therefore, have you not been 
able to make such determination? 


| A $1,352,398.11. 


Q Now, did you compute the total of deposits 
made by the bankrupt during the year 1962 from these bank 
statements, duplicate deposit tickets and cancelled checks? | 


| A Yes, and that total is $1,306,227.93. 


Q Can you determine the rature and source of 


| these deposits for the year 1962? 


! A To the extent of $414,773.62. 
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Q Did you compute in similar fashion the total 
| deposits <-- 
A Leaving an undetermined amount as to the source 
and nature of $891,454.31. 
THE REFEREE: Would you repeat that figure? 
THE “ITNESS: $891,454.31. 
Q Did you similarly compute these deposits for 
the year 19637 
A I have, and those deposits total $167,918.15. 
Q To what extent were you able to determine the 
nature and source of these deposits? 
A To the extent of $425, 
Q = Leaving -~- 
A Leaving an undetermined amount as to source and 
nature of receipts in the sum of $167,493.15. 
Q Did you similarly compute these deposits for 
the year 19647 
A I did, and that total was $15,577.88. 


Q To what extent were you unable to determine 


the nature and source of these deposits for the year 19647 | 


A To no extent, 

Q Did you compute the deposits made by the bank- 
rupt in similar fashion for the period January 1, 1965 
to March 4, 1965 the date of the petition in this 
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| proceeding? 
| A Yes, and that total is $1,731.73. 


Q To what extent were you able to determine the 
nature and source of those deposits? 
A To no extent. 

MR, GARTLIR: Just a moment, Mr. Referee, 

I don't quite understand that, 

Do I understand from your answer to the last 
question that you could not ascertain the source of 
any of those deposits, is that what you said? 

THE WITNESS: That's right, the source and 
nature, 

Q Can you give me the total of all deposits for 
the period January 1, 1960 through March 4, 1965 for 
which you cannot determine the source or nature of the 
moneys received from the available books or records of 
the bankrupt? 

A My examination here -- I am testifying as to 
source and nature, and not source or nature. 

Q I will reframe my question. 

A I don't know what your previous question was but 
that is the entire response to the questions of that type 
and not either. 


Q I see, 
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Can you give me the total, therefore, of all 
deposits for the period January 1, 1960 through March 4, 
1965 for which you cannot determine the source and nature | 
of the moneys received from the available books and ceconds | 


of the bankrupt? 


| 
| 
| 


A Yes, and that sum ie $2,843.126.31. 

Q Have you examined the records submitted by the 
bankrupt relevant to the Tracon Corporation? 
A I have. 

Q Have you in connection therewith examined 
Exhibits 18, 19, 20, 23, 28 and 297 
A Yes. 

Q Did you examine the eahibits produced at this 
trial relevant to the transactions between Tracon 
Corporation and the bankrunt for the year 19607 
A Not in complete detail but as to certain aspects 
of these exhibits I have wade an examination. 

Q Specifically, did you examine Exhibits 12, .» 
and 20 which refer to debit and credit slips of Tracon 
issued to the bankrupt? 

A Yes, 

Q Now, will you describe the nature of these 

debit slips? 


A Debit slips of Tracon are charges to the bankrupt 
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either for the passing of cash to hin or passing of 
Securities to him. There were charges for interest, 
charges for handling of the account and itens of that 
nature. 

Q Now, in connection with the debit slips which 
relate to the transfer of cash to the bankrupt, were you 
able to trace them into the bankrupt's records? 

A Not completely. i 

Q To what extent were you unshhe to trace these 
apparent transfers of cash into the bankrupt's records as 
indicated by the debit slips of Tracon? 

A Well, for the year 1960 the eum of such items is 
$20,000; for the year 1961 the total of such items if 
$195,200; for the 1962 it is $30,800. 

Q Now, were you able to trace these into the 
bankrupt's records? 

A No, that ig what I have just testified to. 
THE REFEREE: These are the figures he said 


he could not trace. 


That's right. 
Q Now, did these Cxhibits 18, 19,20, 23, 28 and 29 


Q Could not trace? 
| 
| 


indicate payments by the Tracon Corporation to third la 
| 
| 
i 


parties for which the banirupt was charged by Tracon? 
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Ys. 
0 What wae the extent of these payments? 
| A Well, for the year 1961 it was 10,000 and for the 
year 1962 it was 10,000. 
MR, GARTLIR: Do we have an omission of 1960 


or are you coming to that? 


THE WITNESS: No, there are none. 

THE REFEREE: There are none? 

THE WITNESS: There are none for the year 1960. 

MR, GARTLIR: May I have that figure egain, 
1961, 10,000, 1962 $10,000; do I have that correct? 

THE REFEREE: Yes, you are correct. 

Then, as I understand it, these represent 
payments by the varon Corporation to third parties 
for which the bankrupt was charged on the Tracon 
books. In other words, advances made for the 
bankrupt, apparently? 

THE WITNESS: That's right. 

| DIRECT EXAMINATION 


BY MR. RUBACK CONTINUED: 
Q Can you determine from these exhibits, or from 


} any other record of the bankrupt, the nature or purpose 


of these payments made by Tracon ta third parties for which | 


the banicxrupt was charged by Tracon? 
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I can't tell -- no, the answer is no. 

Q Did you anong the bankrupt's records find a 
record of his transactions with Century Industries Co., Inc? 
A I could sot find any. 

MR. RUBACK: At this time, your Honor, I 
offer in evidence a Xerox or photocopy of the 
income tax return of the bankrupt for the year 


1962 which was supplied to us, I believe, by 


the banicupt, and which was previously marked 
in evidence on March 1, 1968 (handing same to 
Mr. Gartlir), 

MR, GARTLIR: I have no objection to that 
but I would like to have an opportunity to 
examine it, 

THE REFEREE: Mark it, 

(Xerox or photocopy of the bankrupt's income 
tax return for the year 1962 marked in evidence 
as Trustee's Exhibit 35 of today's date.) | 
Q Mr. Lautt, does this Exhibit 35 indicate paynentd 

of interest by the bankrupt to one Robert Stein, and if so | 
to what extent? 

MR. GARTLIR: I think it speaks for iteelf, 


Mr. Referee, 


| 
| 
| 
| 


THE REFEREE: le is going to question hin 
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about it, I assume. 


| A __ It indicates interest payments to R. Stein in the 


sum of $28,800, 

Q Mr, Lautt, could you identify from the banke 
rupt's records any payments wade either by cash or check 
by the bankrupt to Robert Stein or Rk. Stein? 

A I could not. 

Q Mr. Lautt, I call your attention to Exhibit 31, 
the schedules in bankruptcy herein, and specifically to 
Schedule A-3 of this exhibit, and core particularly to 
the obligations which have been noted in said Schedule A-3 
as being liquidated. 

Now, in --mmection therewith che Bankers Trust 
Company is listed as a creditor as of November 3, 1963 in 
the lisuidated amount of $0,966.17. 

Can you deteriine the amount duc to this 
creditor frou the bankrupt's books or records? 
A I camot. 

Q Michael Berlin is listed as a creditor as of 
November 13, 1963 in the liquidated amount of $4,000 -- 
A My copy has a different date. 

Q 11/13/61, I am sorry. =- 

THE REFEREE: Michael Berlin? 


MR, RUBACK: Ycs, Michael Berlin. 
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THE REFEREE: Go ahead. 
Q (Continuing) As of November 13, 1961 for the 
gum of $4,000. 
Can you determine the amount due to this 

ereditor from the bankrupt's books and records? 

| A I cannot. 

| Q Brand, Grumet & Siegel is listed as a creditor 
as of March 1963 for $6,590.89; can you determine the 
amount due to this corporation from the bankrupt's books 
and records? 

| A I camot. 

| Q Century Industries Co., Inc. is listed as a 
creditor as of March 1962 in the liquidated amount of 
$45,222; can you determine the amount due to this creditor 
from the bankrupt's books and records? 

! A I cannot. 

| Q Century Industries Co., Inc. is listed also as 

| a creditor as of March 1962 for the sum of $45,000; can 
you determine the amount due to this creditor from the 
bankrupt's records? 


| A I cannot, 


Q Century Industries Co., Inc. is also listed 
| as of August 1962 for the liquidated amount of $15,000; 
| can you determine from the bankrupt's records the amount 
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due to this creditor? 
A I cannot. 

Q Chemical Bank-New York Trust Company is listed 
ag of August 1963 for the liquidated amount of $5,979.31; 
can you determine from the bankrupt's records the amount 
due to this creditor? 

A I cannot. 
THE REFEREE: We will take five minutes. 
(Recess taken at three o'clock p.m. and hearing | 
resumed at 3:05 o'clock p.m.) 
DIRECT EXAMINATION 
BY MR. RUBACK CONTINUED: 
MR, RUBACK: May I have the last question and 
answer read? 
THE REFEREE: iue@ Reporter will read it. 
(Last question and answer read by the Reporter. 

Q Elliot Evans, Inc. is listed as of 1963 for the | 
liquidated amount of $2,664.15; can you determine the | 
amount due to this creditor from the bankrupt's records? 


A I cammot. 


Q Franklin Nationel Benk of Long Island is listed | 


ae of July 1963 for the itquidated amount of $9,000; can 
you determine the amount due to this creditor from the 
bankrupt's records? 


I cannot. 

Q Sylvia Martin is listed as of March 1961 for 
the liquidated amount of $35,000; can you determine the 
amount due to this creditor from the bankrupt's records? 
A I cannot. 

Q McDonnell & Co., Imc. is listed as of October 
1962 for the liquidated amount of $2,523.70; can you 
determine the amount due to this creditor from the bank- 
rupt's records? 


A I cannot. 


MR, GARTLIR: Mr. Referee, maybe we can save 


time unless counsel intends to go down one after 
the other -- 

THE REFEREE: I am going to let him try his 
own case. I was thinking the same thing, tie can 


read off the entire list of names and amounts and 
then ask whether he can tell «- 

MR. RUBACK: I will take the suggestion, your 
Honor, 

THE REFEREE: I do not want to interfere with 
his trial tactice. 

MR. GARTLIR: I was just interested in 
expediency. 

THE REFEREE: I agree with you, unless he has 
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something else in mind, 
MR, RUBACK: I will try to group them, your 
Honor, 
Q 086 Corp. and 680 Fifth Avanue Corp. is listed 
as of December 1961 for the liquidated amount of $1,975.02; | 
Overseas Credit Corp. is listed as of June 1962 
for the liquidated amount of $50,000; 


Preiss, Cinder & Hoffman, Inc. is listed as 
of May 1962 for the liquidated amount of $5,862.07; 

Bernard Spector ig listed as of November 1963 
for the liquidated amount of $829; 

James B. Taylor is listed as of April 1962 for 
the liquidated amount of $48,064.50; 

Lawrence &. Teeman is listed es of April 1963 
for the liquidated amount of $9,909.62; 


as 
Trade Development Bank is listed/of May 1962 


| for the liquidated amount of $50,000; 


Cushman & Wakefield is listed as of January 
1962 for the liquidated amount of $1,900; 
Charles Wilson is listed as of 1963 for the 
| liquidated amount of $550; 
George Molouf is listed as of March 1962 for 
| the liquidated amount of $3,000; 
Chase Manhattan Bank is listed as of June 1962 
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for the liquidated amount of $2,900; 
Royal State Bank ig listed as of June 1962 
for the liquidated amount of $2,900; 


Hertz & Herzon is listed as of 1961 to 1964 for 


the liquidated amount of $3,700; 

Harry Norbert is listed as of July 1962 for 
the liquidated amount of $7500; 

Alex Yanowitch is listed as of November 1963 for 
the liquidated amount of $600; 

Arnold L. Ginsberg is listed as of April 1961 
for the liquidated amount of $5,550; 

Abraham Pomerantz is listed as of October 1961 
for the liquidated amount of $2,000; 

Bernard Singer is listed as of April 1960 
for the liquidated amount of $1400; 

Irving Karassik is listed as of April 1963 for 
the liquidated amount of $850; 


Daniel Bernstein is listed as of January 1963 
for the liquidated amount of $485; 
Beneficial Finance -- 
MR, GARTLIR: Your Honor, since there are so 
many can't they be identified by number unless there 
is a question as to amount? 


THE REFEREE: Let's be patient and let him do it 
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2 | this way. At least we will save a lot of answers. 
3 We will get one answer. 

4 | Are you reading every single one on the list? 
5 | MR, RUBACK: No, I am not, 

6 | MR. GARTLIR: I was suggesting that perhaps 


7 | they could be identified by number, 

8 | MR, RUBACK: Please, let ue try my case. 

9 | MR, GARTLIR: I am addressing myself to the 

10 | Referee. 

11 | THE REFEREE: You can both address me, | 
12 | I think thie is a time-saving device anyway. 

13 | Now, let's go ahead, 
14 | DIRECT EXAMINATION | 


15. BY MR, RUBACK CONTINUED: 

16 Q Beneficial Finance as of February 1963 for the 
17 | liquidated amount of $260; 

18 | Tom Caine as of May 1962 in the liquidated 

19 | amount of $10,000; | 
20 | Frankfurt Mitual Insurance Company as of 
21 July 1964 in the liquidated amount of $1600; 


22 | Can you determine the amount due to any of 


these creditors from the bankrupt's records? 


A I cannot. 


Q Mr. Lautt, I call your attention to the fact 


| 
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that t.e statements of affairs submitted by the bankrupt, 
| which have been deemed marked as Trustee's Exhibits 32 and 
| 33, indicate that the bankrupt maintained accounts at 
various banks, including the American Trust Company, the 
| Manufacturers Hanover, the Bank of Bellwood, Orange Savings, 
| Bankers Trust, Franklin National Bank of Long Island, 
| East River Savings Bank, Chemical Corn, Royal State Bank, 
| Kings County Trust Company, Greenwich Savings Bank and 
| First National City Bank, 
Do you have the bank statements pertaining to 
| the American Trust Comnany? 
A I have none. 
Q Do you have the bank statements pertaining to 
the Manufacturers Hanover? 
A I have none, 
Q Do you have bank statements or checks relating 
to the Bank of Bellwood? 
A I have no statements and I have two charges which 
| were put into evidence today, bank charges. 
| Q Do you have any records pertaining to Orange 
Savings Banik? 
| A I have none, 
| Q Do you have the bank statements or checks 


| relevant to the Bankers Trust Company? 
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I have no statements, no checks, 

Q Do you have the bank statements or checks 
relevant to the Franklin National Bank of Long Island? 
A No, 

a De you have any records relevant to the East 
River Savings Bani? 

A No, I do not, 

q How many accounts did the bankrupt maintain 
at the Chemical Corn? 

A Two bank accounts. 

Q Do you have any records or bank statements 
relevant to the accounts at the Chemical Corn? 

A Well, as to his account No. 007-260997 I have the 
bani: statement for tiie month of August 1963. I also 
have checks which were paid in July of 1963 but I have no 
statement. 


Aa to account No. 210-0012 at the same bank, I have 


no bank statements and I have checks for May of 1961. 


Q Do you know in whose nane or names the account 
wos maintained at the Royal State Bank? 
A Well, there was an account which wes maintained 
in the name of Robert A. Martin and Vivian Sciascta. 

Q Have you any records relevant to this account 


at the Royal State Bank? 
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A Bank statements for the period January 31, 1963 to 
February 27, 1963, and froi May 31, 1963 to July 30, 1963. 
I have checks also, 

Q Yor what pe: icd’ 

i don’t tmow cf£thand. 

2 Do you nave any bank giatewents relevant to 
the Kings Ccunty Trust -- 

I withdraw tue question, 

A lL will give you an answer to that. Kings County 
Trust -~ [ save baak statements for tue period Auguat 31, 
1960 to November 30, 1960, and from the period Decerber 30, | 


1960 to March 30, 1961, and for ‘ie moaths of October 


1961 and December 1961, 

I do not have (he bank statemencs for the interim 
periods, the greater periods I just recited, anithose 
would be for the months of December 1360 and from 
April 1961 through September 30, 1961, and for the month 
of November 1961, 

in addition I have duplicate deposit tickets showing 
activities in chis account for the months of January, 
February and Mareh 1962 but I have no statements. 

Now, going baci: to your previous question with 


reBpect to the Koyal State Dank, I would like to add to 


thac although © did yive you statements that I had available, 
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I did not indicate that there are missing statements 
apparently or gaps within the period covering the period 
February 28, 1963 to May 30, 1963, and that we have 
checks paid covering the per’od from October 12, 1962 

to January 30, 1963, for which we have no statements. 


Q Now, do you have the bank statements relevant 
to the Kings County Trust? 
A I think I just answered that. 

Q I am sorry. 

Do you have any record relevant to the account 

of the Greenwich Savings? 
A T have none, 

Q Do you have bank statements relevant to the 
First National City? 


| A I have no bank statements on that account, 


MR, GARTLIR: May I have the answer again, 
please’? 
(Last answer read by Reporter.) 
Q Did the benkrupt from your investigation maintain 
an cecount at the Marine Midland which is not listed in 
his statement of affairs? 


i A Well, I have a bank statement on this account under 


| his name for the month of March 1961, and I have duplicate 


| deposit tickets on this account for the months of February, | 


86a 
Lautt - direct 


| April and May 1961. 


MR, RUBACK: Your Honor, et this time I should 
like to read into ewidence various questions and 
answers of previous examinations. I can do that 
before or after Mr. Gartlir's cross examination, 
whichever your Honor deema preferable at this 
monent. 

THE REFEREE: I have no preference. 

MR, RUBACK: Im that event, you may cross 
examine. 

MR. GARTLIR: Do I understand counsel has now 
conc):ded on specifications 1 and 2 on his direct 
case? 

MR. RUBACK: No, I have not. I merely said 
you may cross examin<g this witmess. 

MR, GARTLIR: I mean with respect to this 
witness. | 

THE REFEREE: Well, he can recall him on some 
other specification, and he is going to read into 
the record questions and answers of a previous 2la 
examination, 

MR. GARTLIR: Of the bankrupt. 

MR. RUBACK: Of the bankrupt. 

THE REFETEE: All right. 
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| CROSS EXAMINATION 


8 | have given to counsel on the direct case here, a mmber 


2 || 

3 BY MR. GARTLIR: 

4 Q Now, Mr, Lautt, when were you retained in this : 
H 

5 } case? 

6 | A October 7, 1966. 

7 | Q Now, in connection with the answers that you 


Now, the calculations that you have made with 


9 of questions have been put to you regarding work that you 

10 | did in connection with the bankrupt's records. 
11 | I would like to ask, preliminarily if I may, 

12 | ‘when did you do this work? 

13 & Since the date of our retention. 

14 Q That is from October 19667 

15 A Not steadily, but from time ‘rc time. 

16 | Q I understand. 


j 


| 

18 | respect to numbers, totals and go fortii, generally speaking, 
| 

19 || and I will come to it more speci*ically, the calculations 


20 ] that you testified to over the last two sessions that we 


have had with ragpect to checks drawn, and < ource and 


| 

i 

| 

| | 
22 nature of those checks, when did you make those calculations? 
| | 

| 

| 


23 || A I would say within the last six months. 

24 | Q Would they have been within the last few weeks? 
i 

25 | A No, not within the last few weeks. 
| 


| 

| 
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Q When did you last do work on this matter? 


A Yesterday. 
4 Q Yesterday? 
5 A Yes. 
6 | Q What kind of work did you do yesterday? 
7 | A I was conferring with counsel. 
8 | Q Other than conferring with counsel with respect 


9 | to your old work papers, when did you do work on this 

| matter? 

A Probably two weeks ago. I do not — diary here. | 
12 | I don't know, | 


1 Q I understand. That is close enough. 

14 || When did you arrive at the figures and totals 
15 | for each year in question; when ¢' you arrive at those 
16 | totals? 


i 
17 || A Perhaps a month ago. 


18 | Q A month ago? 
19 | A Yes. 
20 || Q Now, you refer to cartain documents in front of 


21 | you to refreshyour recollection, ave you not? 
A Oh, yes. 

Q What are they? 

My work sheets. 


Q May I see them? 
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Here is today's. 


MR. GARTLIR: I would like to have that marked, 
please, for identification. 

(Work sheets produced by witness marked as 
Banirupt's Exhibit A for identification of today's date.) 
Q Is that the only folder of work sheets? 
No, I have many. 
Q . I want the work sheets to which you referred 

in your direct testimony. 


A They stem from a large number of work sheets. 


Q Just the ones that you referred to. 
| A The ones that I referred to teday or since I have 
| been up here? 


Q Please understand my question ard perhaps we 
will understand each other. 

| Last Monday when you testified you referred to 
| certain work sheets from which you gave information to 

| counsel, I am only referring to those that you had in 

| front of you when you testified. I assume you used those 


| to refresh your recollection? 


| A That is right, 


MR, GARTLIR: Those are the ones I would like 
to have identified. 
Ti REFEREE: He is handing them to you, counsel, 
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MR, GARTLIR: Then I did not understand. 

Will you mark these for identification. 

(Work sheets produced by the witness marked as 
Bankrupt 's Exhibit B for identification of today's date.) 

MR. GARTLIR: Will you mark that, too, please, 
three work sheets. 

(Work sheets produced by the witness marked as | 


Bankrupt's Exhibit C for identification of today's date.) 
Q Now, would you tell the Referee, please, what 


| 
Exhibit A for identification consists of, so that we have | 
a record of what we are looking at? | 
A Exhibit A, on the left-hand aide cf this folder we 


have the summaries and recapitulations of the work that I 


did with respect to deposits, receipes and deposits. On 


the right-hand side are summerios and recapitulations of 
work that was done with respect to divbursements. 

Q And Exhibit B? 
A Exhibit B is a folder containing work shzete with 
respect to my examination of the Tracon debit end credit 
slips. 

Q And Exhibit C? 
A Exhibit C ie a recap that I made of the available 
bank statements and also an indication of the periods for 
which the bankrupt had activities in tha account for whieh | 


| 
| 
| 
| 
| 
| 
| 
| 
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| I do net have bank statements. 

| MR. GARTLIR: Thank you. 
May I take 30 seconds or maybe a minute, Mr. 

Referee? 
THE REFERFE: Yee. How about a five minute rec 
(Recess taken at 3:35 o'clock p.m., and 

| nearing resumed at 3:45 o'clock p.m.) 

| CROSS EXAMINATION 
, | BY MR. GARTLIR CONTINUED: 


Q I take it, Mr. Lautt, you were present at least 


| part or all the time the bankrupt was examined in this 


| case under 21a? 

A That's right. 

Q And you heard the testimony that he gave in 

answer to the questions of Mr. Ruback? 

| A That's ~ight. 

| Q When did you first begin your investigation of 

| the books and records of the bankrupt? 

| THE REFEREE: Didn't he answer that a few 

minutes ago? | 
MR. GARTLIR: I would like to know when he began | 

his investigation of the books and records, 

ls I have no clear idea of it. The best I cam say at 


} the moment is I suppose shortly after our retention. 
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Q In 1966; 

I would assume that. 

Q And that is when you set about examining those 
records. 
A That is when I started, yes. That is when I started 
| collecting the books. 

Q Did you have all the records about which you 
testified so far in your possession in 1966 or did there 
| come a time when you had to get other records? 
| A I think there came a time when we had to get others. 
| I seem to recall Mr, Martin bringing sormm over at a 
| subsequent time. They didnot come at one time, in one day, 
| by any means. 
| Q I understand, but there did ecume a time when 
| you got into your possession all the records that you 


| finally did work with? 


! A Which I presently now have. 


Q And which you finally worked with? 

Yes, of course, 

Q Now, you know, do you not, that there were 

| receipts signed in this case for records delivered to the 
trustee or to the attorney for the trustee? 

I know there are receipts. 


Q Now, I show you copies of these papers and ask 
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you if you can identify them as being a list of the 

| records that were turned over at one time or another in 
that group cf receipts by either the bankrupt or his 
attorney to the trustee or the trustee's attorney, or to 
you -- 

MR, GARTLIR: I call to the attention of the 
Referee that some of these exhibits were previously 
rarked in evidence in hearings before your Honor 
under 21a exarinations. 

Could we save time if I call upon the trustee 
or his counsel to acknowledge that there were receipts 
cigmed either by him or on his behalf? 

MR. RUBACK: I would be glad to examine then. 


THE WITNESS: JT assume “hat -- 

MR. GARTLIR: I do not want you to assure, 
I will ask Mc. Ruback to look at it. 

(Receipts are handed to Mr. Ruback.) | 

MR. RUBACK: I do not have this (exhibiting same | 
to Mr. Gartlir). I have everything olse. | 

MR, GARTLIR: You mean a copy of this letter? 

MR. RUBACK: I do not have a copy of that 
letter but I Lave Chie others, 

We will acknowledge we got delivery from Hahn's 


Warehouse of books and records, 


| 
| 
' 
| 
| 
| 
| 
| f 
| 
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PR. GARTLIR: That will be sufficient with this 
letter, 
May we have counsel's statement -- 
MR. RUBACK;: We will acimowledge that the trustee 
or his representatives received the racords noted 
in these receipts, and further ¢:at books and records 
or reccrds of the bankrupt were received from Hahn's 
Warehouse, although we do not have this letter of 
August 20, 1965, 
MR. GCARTLIR: With that statement I will offer 
this batch of receipts in evidence. 
MR. RUBACK: No objection. 
MR, GARTLIR: May it be marked as one exhibit, 
please? 
THE REFEREE: Yes. 
(Batch of receipts referred to marked as Bank- 
rupt's Exhibit D for identificafion of this date.) 
| CROSS EXAMINATION 
) | CONTINUED BY MR, GARTLIR: 
| Q I show you copy of this receipt which purports 
| to be executed on behalf of Leon Radin & Co, and ael: you 


i 


| 1 you can identify that? 


1A (Witness cxamines same) Yes, I can. 


MR, GARTLIR: I offer copy of that receipt in 
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evidence. 
There is a paper attached from the trustee. 
THE WITNESS: I identified the top sheet, as a 
letter from Hertz & Herson, 
MR, GARTLIR: Let's offer that first. 
MR. RUBACK: No objection. 


(Letter from Hertz & Herson marked as Bankrupt's| 


Exhibit E of today's date.) 

MR. GARTLIR: May I ask Mr. Ruback to take a 
look at these exhibits, both of which were pre- 
viously identified in 2la and ask whether you can 
stipulate on this otherwise we will prove then 
later (handing same to Mr. Ruback). 

I am trying to save time, Mr. Referee. 

MR, RUBACK: Do you recognize this signature? 

THE WETNESS: That is Thomas McCormack. 

MR. RUBACK: i cannot identify this. 

THE REFEREE: Mark them separately. 

Are these two papers related? 

MR, GARTLIR: Yes, they can be marked together, 
if you have no objecticn. 

MR. RUBACK: No objection. 

THE REFEREE: Then mark it Exhibit F. 

(Two sheets, the top sheet on the letterhead 
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of Nachamie & Benjamin dated June 14, 1965 marked | 

in evidence as Bankrupt's Exhibit F of today's date.) 

G Now, directing your attention to these receipts 
for the moment, Mr. Lautt, if I may, I draw your attention 
to a part of Exhibit D. Do you see that part of the exhibit 
(indicating)? 
A I do. 

Q That relates to three ledeers, does it not, 
three ledger books of Robert 4. Martin signed by the 
attorney for the trustee. does it not? 

A (Witness examines same) That is what it appears 

to say. 

Q What are these ledger books? 

I haven't the slichtest idea. 

Q Did you ever look at them? 

I have an idea of whet they may. 

Q Mr. Lautt, please, I do not want you to guess. 
Did you ever look at these ledger books? 
A They are not described sufficiently so I know what 
ledger books, 

THE REFEREE: Ledger books -- how can he say 


whether he ever looked at them? 


Q Did you ever see ledger books of Robert A. Martin? 


No. I saw ledger books of Robert A. Martin Associates, 
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Inc. and they were both coming in together, the books of 
this corporation and the books of this bankrupt <-- the 
records of this bankrupt, rather -- were coming in, in 
identical deliveries and I have never seen a ledger of 
the bankrupt. I have seen ledgers of the corporate en- 
tity, of Robert A, Martin Associates, Inc., but I have 
never seen any ledgers of the bankrupt. 

Q You did see ledger books of Robert A. Martin 
Associates, Inc.? 
A That's right. 

Q And did wou wake a study of those books? 

Not particularly, no. I just glanced through then. 

Q Well, in glancing thvough them did you see 
that there were transactions had between Robert A. Martin 
and Robert A, Martin Associates, Inc. during the very 
period for which you were asked to look? 
A The ledger book that I looked at was e general 
ledger for the year 1962, I remember going through it and 
it ehowed one deecumt with some obligations to Mr. Martin 
on a subordinated loan of $65,000 carried forward from a 


previous year's ledger and some loan receivable transactions 


of some relatively minor sum in it, 
Q Ie that all you saw? 
That ig all I noticed, I saw a lot of other things 
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but that was the only thing I was interested in seeing, 
the account with the bankrupt. 
Q Did you know who the owner was of Robert A. 
Martin Associates -- 
A The owner? 
| Q Let me finish my question. 
Did you know who the principal was or the 
principal owner of that corporation was? 
A No, but from the similarity of names I assumed he 
| had some position of importance with that company. 
Q And did you inquire? 
I did not inquire. 
Q Did you ask che trustee or the trustee's 
| attorney about the relationship betwen Robert A. Martin 
|| and Robert A, Martin Associates, Inc.? 
MR, RUBACK: 9%bjection. 
THE REFEREE: Sustained. 
MR, GARTLIR: May I proceed? 
THE REFEREE: I said sustained. 
Q Did you inquire of the bankrupt? 
I did not. 
Q Did you ever ask him at any time what the re- 


| lationship was between him and this company? 


A I did not, 
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0 Now, during the course of your examination of 
the records of the bankrupt to which you have just 
testified did you see any reference in those records to 
Robert A. Martin Associases, Inc.? 

A Yes. 

0 Of what nature? 

Payments to then. 

Q Were they substantial? 

Probably something in the area of $100,000. 

Q Per annum? 

A If you let me look at my papers I probably can tell 
you. (Witness examines work sheets) The year 1960, the 


payments to Robert A. Martin Associates totalled $98,997.99, 


THE REFEREE: From the individual to the 
company? 

THE WITNESS: Pardon me? 

THE REFEREE: Payments from the individual 
to the corporation? 

THE WITNESS: With personal checks to the 
corporation, 

THE REFEREE: That is 19607 

THE WITNESS: 1960. 
Q Will vou continue? 


The year 1961, $307,398.69. 
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The year 1962 $90,218.45. 

1963 there are none. 

In 1964, none. 

Q Now, were you asked by the trustee or the 
trustee's attorney to make an investigation of the books 
and records of Robert A. Martin Associates, Inc.? 

MR, RUBACK: Objection. 

THE REFEREE: Sustained. 

MR, GARTLIR: Your Honor, may I be heard on 
that? 

THE REFEREE: Surely. I will hear you on 
anything. 

MR. GARTLIR: Your Honor, please, the issue 
before this Court is the books and records of the 
record ~= | 

THE REFEREE: He did not look at them. That's 
important. Whether he was asked to is unimportant. 


He said he did not look at then. 


MR. GARTLIR: I submit, ix your Honor pleages -- 


THE REFEREF: I think you and i and anybody 
else will underetand that had he been asked by the 
trustee to look et them he would have looked at then. | 
We can draw that inference. 


MR, GARTLIR: That I don't know, your Honor, 
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unless I ask the question. 


SHE REFEREE: I would draw that inference. 


| 


© Now, Mr. Lautt, on direct testimony you testified) 


as to certain records that were put into your possession 
in one way cr another, and you enumerated them very 
| carefully; do you recall that? 
A I do. 
Q Now, did I understand you to say that the 
investigation, or whatever work you did do here at the 
| Fequest of the trustee, related exclusively to the records 
| that you had in your possession and nothing else? 
| A With that one exception. 
Q Which? 
| A O£ the bank statements of the Lunkers Trust Company, 
| of which there was a photocopy received from the Bankers 
| Trust Company and there was sone discussion about the 
inability to obtain the person from the bank who supplied 
that. 
Q I understand. With that one exception? 
Yes, I think that is the only exception, yes. 
Q Now, at the very beginning of your testimony 
you referred to a whole series of checks that were draw 
and your testimony was that you were unable to ascertain 


the purpose of the checks in a certain quantity; do you 
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A I do. | 

Q And you made certain tabulations as to the total | 
from which you could not ascertain the purpose of the | 
| checks, is that right? 

A That's right, 

Q Let's see if I understand what you ere saing: 
You took 2 check ox checks which was made out to 

| X, ¥, or Z Company? 

A That's right, 

Q And you looked at the check? 

That's right. 

Q You could not tell what that was from the check, 
| is that right? | 
| A That's right, 
| Q What other investigation did you make, if any, 
to determine what the purpose of the check was? 
| A I looked among the bocks and records which we had, | 
check stub books, which would nave a notation of the nature | 


and purpose of the check, I looked, of course, at the 


| checks themselves to see if they had any indicetion on them | 


| a8 to the nature and purpose of the checks. I looked for 
| cash books which may have been kept to indicate the nature 


| and purpose of the disbursements, And that is the extent 
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| of my search into that area. 


Q Incidentally, I again would like to ask you 


3 

4 with respect “*o the investigation that you are now testifying 
5 | about, is it fair enough to call Lt that. an investigation 

6 to determine the purposas of the checks? 

oi A It is fair and I will accept ic, 

§ Q And you made that in 1966? 

9 || A No. 

10 Q Waen did you do that? | 
1, | A -T told you I could not tell. Probably the bulk of 
2 | it was done, I imagine, in 1968, | 
13 | 0 You mean last yoar? 

14 A That's right, as this trial was approaching. 

is | Q You mean it was rade some cime efter you got 

16 the records, as long a8 two years after? 

17 A The bulk of it was done as long as two years after. 

18 Q And you didn't make any of this investigetion 

o | in 1966 when you first got the records? 
a A Some prelicinary seaxcl: into it. 
7. Q I didn't get the answer. | 
22 | A Some preliminary search into it Sut I say the bulk | 
~~. of the work was done in 1968 and 1969. | 


Q What preliminary work dic you do in 1966 to 


uake this investigation? 
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A Listing the books, seeing what kind of records 
were made available to us, discussing, telling the trustee's 
attorney what we had on hand, the deficiencies of it, | 
generally describing it but not going into an actual 
tabulation of it as I did subsequently. 

Q I am asking you now a little more specifically: | 
I am talking now about yeur testimony about being unable 
to determine the purpose for which a particular checi: 
was drawn, and I am relating it only to that, not what 
books you had and not what books you did not have, but in 
that determination did you do any work in ascertaining 
the source of the checks in 1966 <= not the source of 
the checks but the purpose of these checks in 1966 when 
you first got the records? 
A Yes, I did it to the extent I have just described. 
I went through the checks in a preliminary way seeing if 
there are any notations on them to show the nature and 
purpose of the disbursements. By that time I knew that 
we did not have any check books, we did not have any 
cash books, we did not have any ledgers, and that is all 


| 


it wae beginning to approach and I thought I had better | 


I intended to do until the time came for this trial, or 


begin preparing for it knowing what would happen eventually, 
Q In other words, you made this examination and 


| 
| 
| 
{ 
| 
| 
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tabulations for this trial? 
| OA Pardon me? 


THE REFEREE: That is what he was retained for. — 


MR, GARTLIR: I want him so to testify. 

Q Was it for this trial? 

Oh, for no other purpose. 

Q Were you asked ti) do it in 1966 by the trustee? 

MR, RUBACK: Your Honor, I object. — 

THE REFEREE: Sustained. I think you carried it | 
fax enough. I do not see what difference it makes. 

MR. GARTLIR: I withdraw it. 

Q Now, you attended these hearings before the 
Referee on the 2la examinations over a long ». iod of time, 
as I recali, is that right, Mr. Lautt; it took a long | 
period of time for these hearings and there was extensive 
questioning of the bankrupt about his affairs, is that 

| correct? 
7 A As I ssid, the testimony would speak for itself. 
Whether it was extensive or not, I am not a judge of it. 

Q As & result of that investigation, or that 
hearing, you knew, did you not, that this bankrupt did 
have subetantial accounts with Tracon and Century, you 
knew that, didn't you? 


| A I knew he had substantial accounts with Tracon. 
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Century -- I cannot identify any records with Century. 

Q I asked whether you knew from the hearings 
thet you attended, from his own testimony, that he had 
extensive accounts with Century? 
A I do not recall that testimony on Century. I recall 
the testimony on Tracon to some degree. 

Q You knew he had an account with Century, didn't 


you? 


A I saw it in the schedules. 


Q What records of Tracon did you have in your 
possession, if any? 
A They were put into evidence here. 
Q What records of Century did you have? 
I can't find any with Century. 
Q Then you did not have any? 
That's right. 
Q ° And you did not ask for them? 
No, I did not ask for them, 
Q Did you tell the trustee to subpoena the 
records of Century? 
MR. RUBACK: I object. 
THE REFEREE: Sustained. It ig not his job 
to tell him to gubpoena then, 


Q Were you asked to get the records? 
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MR. RUBACK: By whom? 
MR. GARTLIR: Sy anyone. 
MR, RUBACK: Object. 
THE REFEREE: Sustained. 

Q Now, were you present when you heard this bank- 
rupt testify that he kept no personal records of his 
accounts with Tracon or Century? 

MR, RUBACK: Object. There has been no 
testimony at this hearing. 
MR, GARTLIR: I asked whether he was present 
when the bankrupt so testified. 
MR, RUBACK: In this 2la examination? 
MR. GARTLIR: Yes. 
A I will have to look at the records. I really do 
not recall, 
THE REFEREE: He does not recall. 
MR. GARTLIR: All right, that's his anewer. 
Q Now, you have testified that there was inc luded 


in the records a number of stock purchase slips, debit and | 


credit memos, I think you referred to them, with Tracon? 
A Yes. 

Q How would you deseribe them? 

Debit and credit slips. 


Q And were they loose or bound? 
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Some were looge and some were bound, 
Q Did you examine them in connection with this 
determination? 
A I examined them to the extent that I was interested 
in then. | 
: Q How interested in them were you? 
A Certain aspects of then I was <nterested in and 
| certain aspects I had no interest in then. 

Q You mean you picked and chose from the slips 
| or you had no interest in the slips at al1? 1 don't 
understand, Will you try to clarify it? 

A I picked and chose. 


Q in connection with this detemnination and the 


| purpose cf checks drawn by the bankrupt did you examine 


: | that record? 
7 A Yes. 

Q What did it show with respect to that particular | 
| question? | 
| A With respect to that particular question -~ did you 

say checks drawn by the bankrupt? 

Q That's what I said, 

No, I dtdm't. go inte that. 

Q You deemed it of no significance? 


No, because -- 
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Q That's all. You deemed it of no significance. 
I must tell you why. 

Q I will let you tell re why. 

A Because in my computations of checks for which I did 
| not know the usature and purpose I did not include any 
checks im that tabulation of checks issued to the fracon 
Corporation. 

Q Did you consider it « possibili:v that it could 
| have been a chack issued to someone elaa in connection 


| with the account of the Tracon Corusration; did you 


| consider that, Mr. Lautt? 


MR, RUBACK: I object to tiie form of the 

question. 
«MR, GARTLIR: Your Honor, I am cross examining 

tiis bankrupt. 

THE REFEREE: I will allow it, | 

MR, GARTLIK: May I have the question read back? | 
(Pending question read by Reporter.) | 
| Q With the banicrupt. 
| A If a check was issucd to a person othes than uz 
Tracon Corporation I did not ses if that check was reflected 
| in the banicupt’s account with the Tracon Corporation. 


Q Then the answer to my question is no, you did 


| mot consider it? 
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I did not. 

THE REFERER: You said in your caleulations 
or computations of checks which could not be 
accounted for as far 2s their nature and purpose 
you did not include the Tracon checks: 

THE WITNESS: That's right. 

THE REFEREE: Why is that: 

THE WITNESS: Because I had all the slips of 
Tracon and I assumed if I went through each and 
every one of the checks issued to Tracon I probably 
would find the bulk of ther represented by credit 
slips issued b: Tracon so I passed it by and saved 
myseli that much effort. 

THE REFEREE: So the bankrupt got the benefit 
of it. 

THE WITNESS: To that extent, of course. 


Q However, had the checks been drawn to a third 


| party in comection with the transaction between him and 


Tracon ic would not have shown, isn't that correct? 
MR, RUBACK: Your Honor, I object on the 
ground <~ 
THE REFEREZ: It is argumentative. 
.MR, GARTLIR: T withdraw it. He answered the 


question. 
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Q What notation did you make of the Tracon 
debit and credit slips; did you analyze them? 
A I went through -- primarily my work on the Tracon 
slips consisted of going through tne debit tickets. In 


| other words, by debit tickecs items for which Tracon 


charged Mr. Martin, and where the charge was for moneys 
passing from Tracon to him I attempted to trace them into 
the banirupt's records to see if there was such a deposit 
) | dn any of the accounts which I had records for or whether 
| there was not such a deposit. | 
| THE REFEREE: In other words, where you saw 
it was money paid by Tracon to the bankrupt you 
tried to follow it? 
THE WITNESS: I tried to foilow it. 
Q How about the other way around, reverse, a debit 
. | instead of a credit? 
THE REFEREE: How would he follow that unless 
he went to Tracon's books. 
MR, GARTLIR: I am asking him what he did 
with respect to an analysis of the Tracon debit 
and credit mamos. 
THE WITNESS: I think we covered that field. 
‘MR, GARTLIR: Whether we covered that field 


remains to be seen. I am asking a question, 
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Q I want to mow everything you did with the 
debit and credit memos. You eaid so far tliat you just 
tried to “race money into the account. Is that all you 
did? Is that the sum and substance? 

A No, it is not the sum and substance because I have 
explained, but I will repreat it. 

Q All right. 

A As far as the debit cickets are concerned, I just 
explained chat by saying where the debit tickets 
Yepresente) the passing of funds fron Tracon “ >cporation 
to the bankrupt I attempted tc trace all of those items 
to the bankrupt's records. 

Now, as far as credit slips are concerned, where 


the bankrupt was given cradit for payments made to Tracon, 


I did not care about it because in wy analysis of payments 


made by him ss to whether the payments are identifiable 
or not, as to nature and purpose, I omitted any checks 
he issued to Tracon ..aich I could find, go that there is 
no reason for me for this trial to go into an analysis 
of credits of moncy passing frow him to Tracon, since I 
am not testifying =:at I could not determine the nature 
and purpose of any payments he made <o Tracon,. 

Q In other words, you vere only asked to sauow 


that you could not identify the nature of payments made by 


| 
| 
} 
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2 | the benkrupt, is that what you are saying? 
MR, RUBACK: Object. 


4 | THR REFEREE: That ie noc vhat he seid, 
5 | THE WITNESS: That is uot what I am saying. 
6 || THE REFEXEF: E-plain it co him again. ‘ 
7 MR. GARTLI2: No, may I as with the Referee’s : 
8 permission to continue my questioning? 
9 | THR REFERZE: I don't waecher I should permit 
10 | you to continue at this point when you say that what 
1] I think is awfully clear and which he has repeated 
12 | Several times you paraphrase ard indicate that you 
13 | simply don't get it. 
{| 
14 | MR, GARTLIR: < ar. sorry if the Referee feels 
15 that way. I am tying to find out from this witness 
16 what he did. 
17 | THE REFEREE: lie assumed thac all payments 
18 | made to Tracon were correct. He was not Looking for 
19 | anything improper ox any inproprity in those 
20 paynents. He assumed for the purpose of his 
21 preparation for this tria! “hat they were proper. : 
22 | NR, GARTLIR: I undergtand, i 
23 | THE REFPREE: Kev, he Looked at payments by 
24 | Tracon to the banirupt and then he tried to trace 


and follow, and where ia could not follow them he 


| | 
| 
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indicated it. 
Now, have I stated this properly? 
| THE WITNESS: Yes, sir. 
| CROSS EXAMINATION 
| CONTIWJED BY MR. GARTLIR: 


Q And that ie the sole analysis you made of 
| these debit and credit memos? 
aA That is rigat. 
| Q And you never received any records of Century 
of any kind sur the same purpose, making an analysie of 
| Century's records? 
| A No. 
Q Now, you have further testified, Mr. Lautt, 
with respect to checks drawn to Robert A. Martin; you gave 
é | a sexvies of checks that were draw to Robert A. Martin 
and you totalled than. 
Were you able to find out where those checks 
¢ went or did you find out at the time that you looked 
where those checks wera deposited? 
THE REFEREE: Which checks are you talking about? 
MR. GARTLIR: The checks drawn by the bankrupt 


to Robert A. Martin. There were a series of them. 


& 


| 
| 
| 
| 
| 
\ 
i 
| 
| 
| 
| 


THE REFEREE: Checks drawn to himself? 


I usually could tell. I have a fairly good idea of | 
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where those checks went. 
| Q Did you make a summary of them? 
(A I don't think I summarized all the checks made to 
him, no. I didn't make a summary of that. 
Q I don't mean a summary of the checks made to 
him. I think you did testify of a summary of the checks 
| made to him. 
My question 18: did vou make an fnvestigation 
| of where those checks went by endorse—ent or anything 
else on the back of the check? 
| A No, I said I did not do that. 
| Q You did not do that? 
| A ‘I did not do that. I did not do that of all the 
| checks made out bv Mr. Martin to himself, 
Q And you would not know whether they were de- 
| posited in another Robert A. Martin account? 
A 0h, where they were deposited I imov. 
| Q That is what I just asked? 

You did not ask me that. 

Q I thought I did. 

{THE REFEREE: No, I don't think you did. 

Q I asked first where the checks went and then I 

said by way .f deposit or otherwise. If I didn't, then I 


ask you now, 


H 
| 
| 
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My anewer is still the same. 
May I explain for a moment what I am getting at. 
| If a check was issued to Mr. Martin and let's say 
endorsed over by him to Macy's, I would have passed that 
check by and that would be the end of it. If a check was 
| made out to Mr. Martin on the American Trust Company and 
he deposited in the Irving Trust Company, I would make a 
note of it because I now have a deposit in the Irving 
I Trust Company which I can account for by way of really a 
: bank transfer in effect. 

Q Well, they were a transfer, weren't they? 


| A I was interested in that because I wanted to control 


my analysis of deposits. 


THE REFEREE: Suppose the check was made out 
to John Jones and you did not recognize it, endorsed 
over to John Jones -- 

THE WITNESS: I did not care about that. I 
assumed Mr. Martin maybe had -~ 

THE REFEREE: You did not question the 
propriety. 

THE WITNESS: They were small anounts made 
out to himself and I did not bother with those. 

Q Mr, Lautt, my question is with regpect to the 
Robert A. Martin checks, drawn to Robert A. Martin and 
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deposited in a Robert A. Martin account. Now, we under- 
| stand each other? 
A Yes. 
Q Did you make a seperate tabulation of those? 
I did. 
Q Did you testify to that? 
I testified to it in effect, yes, I did. 
Q Now, I would like to Imow, do you have a 


record -- is it a fair statement to say these were transfer 


| exchange checks? 
| A Yes. 

Q Do you have a separate tabulation of that? 

I do. 

Q May I have that, and while you are looking for 
that, and I sssume you are, wes that included with the 
number of checks for which you could not find a purpose, 
separate? 

A No, it was not included among the checks for which 
I did not find a purpose. It was not included among the 
deposits for which I could not find the source or nature, 

i) I understand, But you did make a record of 
that? 

A I did. 


Q I would like to have that record. 
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THE REFEREE: I remember in each case when 
the witness testified, according to my desk 
notes, he talked about 1962, 3, 4, and 5, and in 
each case he was asked about checks, the grand 
total issued by the bankrupt, and the last question 
was in each case what checks were draw to the 
bankrupt in 1962, the answer wes none and in 1963, 
none. 

MR, GARTLIR: How about 1961, Mr. Referee? 

THE REFEREE: I think in 1961 he tabulated 
the checks in each of the bankrupt's accounts, 


c..ecks to the bankrupt and cashed, none. I don't 


know about deposics. 

MR. GARTLIR: I think he said -- | 

THE REFEREE: I don't know whether he testified. 

THE WITNESS: I did not, no. This is the 
first testimony about checks paid to the bankrupt. 
Before it wes checks paid by cash. 

THE REFEREE: Checks payable to the bankrupt 
and cashed. 

THE WITNESS: One check drawn to Robert A. 
Martin end appeared to be cashed over the counter 
for $20,800, I recali. 


Here are my work sheete on checxs drawn by 
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Robert A. Martin to himself and deposited in other 
of his accounts. 
Q May I have that? 
| A Yes. It could be even checi drawn to the bankrupt 
directly. It is a combination of the two. 

THE REFEREE: Theat is a common practice, isn't 
it, when you run short in ome account you transfer 
it to another. 

THE WITNESS: It is. 

MR, GARTLIR: Before I forget, Mr. Refere., 
the checks to which reference has been made or the 
sxecords which are here in court, I believe, and I 


would like to be afforded an opportunity of examining | 


those documents before the adjourned date. I 
asgume we will have one at some convenient time. 

THE REFEREE: Where are they being kept? 

THE WITNESS: At my office. 

THE REFER’E: I am sure you may attend there 
at any time you please during business hours and 
they will allow you to examine then, 

Am I correct? 

THE WITNESS: That's right, sir. 

MR, GARTLIR: Thank you. 


Would you wark this for identification, 


| CROSS EXAMINATION 
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(Three work sheets markelas Bankrupt's Ex- 
hibit G for identification of today's date.) 
| 


CONTINUED BY MR, GARTLIR: 
Q Mr. Lautt, without burdening you too cmeawsbiitan 

I hope, you have now stated that with respect to the 
Robert A. Martin checks transferred into the Robext A. 
Martin accounts you have here a record which has been 
marked Exhibit G for identification. 

You have also told the Referee that with 
respect to Robert A. Martin checks turned over for purposes, 
as you put it, passed and did not make issue of, or even 
cash checks that you passed beceuse they appeared to be 
for purposes that you did not concern yourself with -- I 
don't know of cash checks. 

MR, GARTLIR: I am sorry, I will withdraw it. 

Q Now, I would like to hava you give me an 

example or examples, since you have the records, of the 
kind of checks that you have referred to for which you 
say you cannot find any purpose. Can you give me a few 
examples from your records that you refer to that total 
up these large sums of money? 

Incidentally, do I quote you correctly, that 


you cannot find any purpose, is that your testimory? 


Lautt - cross 
Nature and purpose, 
Q I am Sorry. Nature and purpose. 
Give me an example or examples. 
Is that an exhibit that you are referring to 
| which has been marked for identification? 
| 4 Yes, it is, Exhibit A. 
Q All right. 
A The first item, and I will take them right dow: the 
line -- the first item are checks to cash and a check to 
Robert Martin which he cashed -- 
Q What is the amount of that? 
THE REFEREE: $20,000. 
A $20,800, and I am reading from my recapitulation of 
cheeks drawn for the year 1960 now. 
Q All right. 
Those checks are in this group. 
Q I understand, 


A There is a check to cash which has a notation "payment 


of loan", and it is illegibla, I don't know what -- it 
seems to be repayment of a loan. There is some scribbling 
that I cannot identify, and that is $1700. 

Q You mean the name is illegible? 
A It is a check to cash and there is a notation on the 


check that is illegible to me, 
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Q You use the word "repayment" of loan. Did 
you say that those words are on there? 
A Yes, but I don't know who with. 

Q I understand, You just cannot make out the 
name , 
A I cannot make out the name. I don't know who the 
transaction is with. 

Q By the way, did you ever ask anyc.2 about that? 

No. 

There are payments made to Oppenheimar & Co. and I 
don't know the nature and purpose of the checks. 


Q Do you know if chat is a stockbrokerage house? | 


A I know it is a stock brokerage house. I don't know 
what is being bought. I don’t know what is happening to 
that account. Ali I know is a check is made out to this 
firm but I have nothing to indicate whet precisely is 
going o1 with tha payments, what this payment covers. 

Q Incidentally, I hope you will forgive me for 
interrupting you <-- 

THE REFEREE: The witness is very careful to 

Say nature end purpose. A check made payable to 

a stock brokerage house which does not say for the 

purchase of 100 shares of go and so does not 


disclose nat::re and purpose. 
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MR. GARTLIR: I would agree with that, your 
Honor. There ig no question about it. 
THE REFEREE: That is what he is saying. 
Q May I interrupt you just briofly? 
Yes, 
Q No, you go ahead, and I will come back to it, 
A Ted Baron, a check made out to Ted Baron in the gum 
of $1300 with no notation of the nature and purpose of 
the payment. 
Philip Sherman in the sum of $800, algo in that 
category. 
Joseph Tillinger in the amount of $341.78, 
Fred Senk in the amount of $1,184.40. 
Robert A. Martin Associates in the sum of $98,997.99, 
THE REFERZE: If that one check or an 
asecumlation of checks? 
THE WITNESS: These are an accumulation of many 
checks. 
Q Total for the year? 
Total for the year, yes. 
Q Did you have « record of Robert A. Martin 
Associates of any kind? 


A A recoed of what? 


Q A record or book of account of any kind of Robert 


124a 
Lautt - cross 


A. Martin Associates? 
& Of the corporation, yes. I had the general ledger 
for 1962 which would be the only record of account. 

Q Did you look at that book? 

1962 waild not halp re “= payments made i: 1960, 

Q Did you ask for them Robert A. Martin book of 
19617 
A I did not agk for the Robert A. “ariin book, The 
Associates’ book, | 

Q I am talking about the corporation, 

I did not ask, 

Q Mr. Lautt, let me interrupt you, if I may. 

You have a series of checks which you could not 
determine the neture and purpose, that is what you 
testified to, they were naned payees and in this one in- 
stance Robert A, Martin Associates. 

Now, you have done accounting where you have 
seen similar checks before, have you not, where you would 


have to find another record showing what the check is for? 


A Yes, 
Q What kind of a record would that be? 
Either a check stub or cash disbursements book, 
Q Or a book of account of some kind? 


THE REFEREE: Of the bankrupt. 
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MR. GARTLIR: No, I am talkins .ow «<« 

THE REFEREE: Whose books -- 

MR, GARTLIK: Mr. Referee, my questioning of 
this witness at this point is somewhat hypothetical, 
if I may. If you will listen to the questions that 
I put, I asked hin -~ 

THE REFEREE: I em listening very carefully, 

MR. GARTLIR: I understand, Mr. Referee, I 
have asked him -- 

THE REFEREE: Don't imply that I do not, 


MR, GARTLIR: I lave done accounting of this 


kind before. 

THE REFEREE: He has done it for so many years 
that memory of man runs not to the contrary. 

MR, GARTLIR: I hope not, That would make him 
very ancient indeed. I hope he is not that old, 

May I come back to my question, if I may? 

THE REFEREE: Yes. 

Q Now, where you do this accounting you have to 
refer to a book of sume kind, benk book or some other book? | 
A I don't kmow what you mean by bank book or some 
Other book. 

MR. GARTLIR: Let me withdraw it. 


In order to ascertain the purpose and nature of 
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a check where you do not have the check stub book, how do | 
you go about ascertaining what the purpose and nature of 
the check is? 
A In a bankruptcy case? 

Q In any case. 
A Well, if it was a client of mine I would certainly 
make sure that he had a cher stub book and that he had a 
cash book in which this information was set forth. 

Q A cash book? 
A Or a chack stub book, showing the nature and purpose 
of the payment, 

Q And it would have to be some kind of a book, 
it would be either a check book or a book of account, one 
or the other? 
& That is what I would want really. 

Q And you would zo to a beek of the person who 
drew the check, if you like, to find out what the purpose 
and mature of the check was for? 


& That is right. 


Q And you might have another paper, might you not, | 


a voucher? 
A I might have a voucher. 
Q Or a bill’ 


Or a bill. 
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Q Ag a matter of fact that would be a primary 
record, wouldn't it, if you had to certify it, the voucher 
or the bill? 

A That is a question of lew whic!. I really cannot 
respond to, i. 

Q That is not a question of accounting? a4 
A Whether & cash book ia not primary compared to a bill«<- : 

Q It is not a question of accounting you say? 

A Whether -- 
THE REFEREE: He said he did not want to 
distingui#h between a bill and a cash book, 
Off the record, 
(Discussion held off the record.) 

Q In any event, there would be some other record 
or paper you would have to go to if vou did not have a #&. 
check stub vook; is that a fair statement? 
* That is a faix statement. 

Q Now, you did not have a ©. ord, a direct record, 
of the bankrupt in the bankrupt's own possesgion, a bock of 
eccount, isn't that what you are saying, to go to? a 
A No, I em not saying it iso a book of account. I am | 
talking about the rudimentary approach to this identification 


of payments which is a check stub book or a cask book. 


Q I just eaid you did not wave that. I am agreeing 
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with you, 


You did not have the bankrupt's book of account, | 


and you did not have the bankrupt's check book stubs, 
isn't that right? 
A Yes, that's right. 

C You had another book, that is the Robert A. 
Martin Associates, Inc. book, the corporation. I am 
talking about this §95,000. That is true, fen't it? 

A That is true. 

e And it was not for the right year anyway? 

That's right. 

Q Did you ask for the year in question? 

MR, RUBACK: I will object. 

THE REFEREE; You are sustained. It is about 
time you did. The whole line of questions was 
improper and you should have objected long before. 

MR. RUBACK: I wanted to give comsel -- 

MR, GARTLIR: May I have another minute, your 
Honor? 

THE REFEREE: Surely. 

Off the record. 

(Discussion held off the record.) 

THE REFEREE: I think we will take an adjourn- 


nent now. I will puc this over to June 5th at 
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10:30 o'clock a.m. 
(Witness excused.) 


(Adjournment taken to June 


1969 at 10:30 a.m.) 
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Attorneys for Bankrupt, 
61 Broadway, 
New York, New York 

By: BERNARD GARTLIR, ESQ., of COunsel 


Also present: 
MR. ROBERT A. MARTIN. 


MR, GARTLIR: If your Honor please, this is 
a continuation of the hearing on the seunkticntions | 
of objections to the discharge, and I think Mr. 
Lautt was being cross-examined by me when we last 
adjourned, which I think was in 1969. 

THE REFEREE: June 5, 1969. 

MR. GARTLIR: Yes, your Honor, that is true. 

May we go off the record? 

THE REFEREE: Yes. Off the record. 

(Discussion off the record). 
THE REFEREE: Let's go ahead. | 
SIDNEY Cc. LAUTT, recalled as a witness, | 

having been previously duly sworn by the Referee, | 
testified further as follows: 

THE REFEREE: Mr. Lautt, you are still under 
oath. 

MR. GARTLIR: Before I go into cross~- 


examination, I have hed the advantage of going 
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into the transcripts since then, and if I may I 
would like to see if I can correct one item in the 
transcript on page 77. 

According to the transcript I offered in 
evidence a batch of receipts covering records and 
requested that it be marked as one exhibit. It 
was indicated there was no objection but the record | 
indicates it was marked for identification, 

I think the record should indicate that they were 
received in evidence. 

THE REFEREE: Is that all right? 

MR. RUBACK: No objection. 

THE REFEREE: I am changing the record to 
read "marked as Bankrupt's Exhibit D in evidence". 

MR. GARTLIR: Thank you, your Honor. 

Now, again I will refer for convenience, and 
I hope to be relatively short with the balance of 


this cross examination to the transcript, again 


the benefit of which I have had and studied, as I 


assume counsel has, and I direct the attention of 
Mr. Lautt to the questions and answers in the 
transcript, and if you wish, your Honor, I made ax 
anslysis of page numbers and I can refer to the 


page if it will assist. 
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I know this is not regular normal cross 
examination but in view of the lapse of time it 

may help us all to refresh our recollections. 

THE REFEREE: I think we can allow you a little 
leeway in view of that fact. 
CROSS EXAMINATION BY MR. GARTLIR: ' 

Q Now, on page 6, approximately line 15, Mr. 
Lautt, you testified that you had not been retained as 
accountant for the trustee. Do you have a record of when 
you actually were retained? Let's say by year. I will 
take it by year. 

THE REFEREE: That would be an official 

record anyhow, wouldn't it? 

October 7, 1966. 

Q October 7, 1966? 


That's right. 


Q And that was during the period of the examina; 


| 


tions in tte 21a proceedings, was it not, Mr. Lautt, and | 
the examinations in the 2la proceedings according to the | 
record commenced on or about March, 1965 and continued | 
until some date in 1968, June 12th? 
A Yes. 

Q Your answer is yes? 


You have the date of our retention. 
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Q Were you present at eny of the 2la examina- 
tions? 


A I believe I was. 


Q Did you at any time have ¢ecourse or were you. 


given recourse to the transcripts of those hearings? 

A They were available in the court-room and I suppose 
in our attorneys’ office, but I don't recall ever reading | 
them. | 

g Then you say you did not look at the trans- 
cripts during the course -- 

THE REFEREE: He didn't say that. He said 
he does not recall. 
I don't recall reading them. 

Q Is it nnasthle von?" ' >> che minutes of 
the hearings? 

A It's possible. I don't recall now. 

Q Now, when you were retained by the trustee's | 
counsel would you tell me what were the specific 
instructions which you received as to the nature of your | 
task? 

MA, RUBACK: Your Hooor, I object. 
THE REFEREE: Susteined. 
Q Did you receive instructions from anyone 


as to what to do? 


Putt - cross 
MR. RUBACK: Objection. 
THE REFEREE: Sustained, It is in the order 
for his retention. 

Q What instructions did you receive insofar as 
examination of records is concerned? 

MR, RUBACK: Objection, your Honor. 
THE REFEREE: Sustained. 

Q At whose direction did you prepare the exhibits 

which were offered in evidence? 
MR, RUBACK: Object. 
THE REFEREE: No. I will allow it. 

Q At whose direction? 

A Well, it was prepared after conferring with counsel | 
to the trustee. 

Q Is it a fair statement to say that you pre- 
pared them at his direction for the purpose of this 
hearing? 

A Yes, it is fair. It is not entirely accurate but 
it is fair. 

Q Suppose you make it accurate. What is it 


you received by way of directions? 


A We were told -- as a matter of fact, after conferring 


with counsel to the trustee the directions that I 


received as to my examination into the books are recited | 
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in my affidavit which is annexed to our retention, or 


the petition for our retention. 


Q wo you have it with you? 


I have it here. 

MR. GARTLIR: For convenience, if your Honor 
please, rather than refer to the original -- 

Q Is that a copy, Mr. Lautt? 

This is our office copy. 

g May I take a look at it? 

Yes (handing same to counsel). This is our copy. 
MR. GARTLIR: I assume that this is on file 
and that we may deem it in evidence, if your Honor 
please, 
MR. RUBACK: No objection, 
THE REFEREE: It will be deemed marked 
Bankrupt's Exhibit H in evidence. 
BY MR. GARTLIR: 

Q Now, in your direct testimony you referred 
to certain cancelled checks, bank statements -- I don't 
athe you referred to bank statements -- but basically 
the testimony which you gave,and the exhibit which you 
prepared which has been marked in evidence, relates 
almost entirely, does it not, to the checks that were in 


your possession? 
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The checks and the bank statements, that's right. 
Q And bank statements to the extent that you 
had them. 
Did you not receive from the trustee or the 
bankrupt the following: stock sales slips? 
A Of Robert Martin? 
Q Yes, of Robert Martin. 
A I don't think so. Let me see. (witness examines 
records). 
MR. RUBACK: If your Honor please, Mr. 


Gartlir has inquired as to this and while I do not 


want to limit his examination if you refer to 


the transcrip*, page 90, you will note that it 
probably happened shortly before that and after you 
examined him as to the stock slips, etc. which 
referred to Tracon ~~ 

(continuing) -- The answer is yes. 


Q The answer is yes? 


Q Of the bankrupt? 

Of the bankrupt. 

Q Now, did you also receive correspondence of 
the bankrupt? 


A From the bankrupt? 
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Q Letters to and from the bankrupt, that is 
correspondence which was sent to you. 
& There may have been some in the records of Robert 
Martin Associates, Inc. for all I know. I don't know. 


Q You don't know? 


A I don't know. They may have been part of the records 


of Robert Martin Associates. 

Q But you don't know whether you received 
correspondence of the bankrupt himself? 

A Whether among the records in the files of Robert 
Martin Associates there was personal correspondence relating 
to Robert Martin I do not know. 

Q And did you also receive what perhaps may 
better be described as stock confirmation slips of the 
bankrupt, that is, vouchers or other documentation of the 
confirmation of purchases and sales of securities -- not 
just purchases but sales? 

A Well, I do have among the bankrupt's records a batch 
of confirmations of purchases and sales. 

Q Now, in the course of your making your inves- 
tigation or pursuing the instructions and directions that 
you were given by trustee and his counsel, did you have 

ssion to refer to either the stock purchase slips or 


the stock confirmation slips? 
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I did. 

Q And in the course of examining those papers 
were you able to ascertain the purpose and nature of 
checks which were referred to in your exhibit? 

A I may have, but where in my testimony 1 say i was 
not able to determine the nature and purpose of the 
checks, I could not find anything. 

Q Let me see if I understand what you ere saying. 

You did examine the stock confirmation slips 
for the purpose of ascertaining the purpose and nature 
of the checks for which you did not have any other record, 
is that correct? 
A No. Where I had treraactions or checks issued to 
stock brokerage firms I attempted to trace them to the 
confirmations which I did have. 

Where I could not find -- where I could not match 
the check to any confirmation slips I had they remained 
in my computation of undetermined disbursements. 

Q But did you reflect any in your exhibit that 
could be ascertained from those stock cor*‘rmetinn alips? 
You just have to answer yes or no, I don't think you 
have to answer how many, 


MR, RUBACK: I think he should permit the 


witness to look at his records to see whether he did. 


Lautt - cross 
MR. GARTLIR: All right. 

I did, yes. 

Q And there were some? 

There were some. 

Q Well, without pressing you on the exhibit, Mr, 
Lautt, what would you say the approximate number or 
percentage that were determined by the stock confirmation 
slips? 

A I would say they were a negligible amount. A small 
amount, I would say. 

Q Were you told what business the bankrupt 
was in? 

A It is shown in -- 

Q No. My question is, were you told? 

Yes, I was told. 

Q What were you told? 

As I recall, he was a business broker, 

Q A business broker? 

& Yes; that's my recollection, sir, of his activities 


as described in his schedules. 


Q Having reviewed his records, what would you 


say his business was? 
MR. RUBACK: Object. 


A Well -- 
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| 
THE REFEREE: Sustained. I am not interested | 


in what he says there. I am interested in what ee 
were, 

MR.GARTLIR: I would like to comment, Judge, 
I feel I would like to press the question. I have 
a reason for asking, if you will permit me without 
a jury to ask, and to argue on the point. I don't 
normally argue on objections. If your Honor would 
permit it I would like to be heard on some of these | 
objections. 

THE REFEREE: I am not really interested in 
what Mr. Lautt thinks his business was. 

MR. GARTLIR: That is not the substance of 
my question. 

THE REFEREE: The question is, what in your 
opinion do you think, 

MR. GARTLIR: Yes, having reviewed the 
records, not in the abstract. 

THE REFEREE: We have the man's schedules in 
which he describes what his business is, and I 
think that is the best test of what business he 
was actually in. 


What do the schedules say? 


MR. RUBACK: Your Honor, as a matter of fact | 
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the bankrupt filed an amended Statement of Affairs 
in which he described himself under oath as being 
a business broker. 

MR.GARTLIR: If your Honor please, the 
bankrupt is sitting in Court and has indicated to 
me because he is not on the stand that that state- 
ment was put in and he was asked to file an amended | 


schedule based on the application made to this 


Court, and so described himself. However, there is | 


no point, he is not on the stand. 

THE REFEREE: It goes to the way of being 
ridiculous. No one would tell him to describe 
himself as a business broker, and he wouldn't do it. 
under oath if he wasn't one. Nobody, particularly | 
with my permission, would tell him how to desc: she 
himself. | 

All right, let's go on. Next question. 

I think we are just wasting time. 
MR. GARTLIR: I am sorry, your Honor. 
BY MR. GARTLIR: 
Q Mr. Lautt, you knew, did you not, that there > 
was a corporation called Robert A. Martin kanantated, tees 
A Yes. 


Q And you did receive loose-leaf books and 
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records of that corporation? 
A I did. 
Q And they were ledgers, cash books and so on, 
without going into detail? 
A Yes. 
Q Did you receive any instructions regarding the 
examination of those books ? 
MR. RUBACK: Object. 
MR. GARTLIR: Does your Honor sustain the 
objection to that? | 
THE REFEREE: The question is, did he receive 


any instructions -- 


wt, GARTLIR: With regard to the examination | 


of the books of Robert A. Martin Associates, Inc. 
THE REFEREE: I will allow it. 

Q Did you? 

No, I did not. 

Q One way or the other -- did you receive 
instructions not to look at those books? 
& I did not. 

Q Did you look at those books? 

I glanced at them generally. 

Q I didn't get that answer. 


I glanced at them generally. I made no audit of 
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THE REFEREE: You said you made no audit of 


them? 


THE WITNESS: I made no audit of the books of 


Robert Martin Associates, Inc. 
BY MR, GARTLIR: 

Q Did you know, or were you able to tell, or 
were you told of the relationship between Robert A.Martin, 
the bankrupt, and the corporation Robert A. Martin 
Associates, Inc.? 

MR. GARTLIR: Could I have the question read 
back before it is answered? 

THE REFEREE: Yes, read it back. 

(Last question read by reporter). 

Q Do you know, or were you told, or were you 
able to ascertain the relationship ‘between Robert A. 
Martin, the bankrupt, and the corporation Robert A.Martin. 
Associates, Inc.? 

A I knew that Robert A. Martin was an officer of 
Robert A. Martin Associates, Inc. I assumed he was 
one of the principal officers, but that's as far as it 
went. I don't think I was told by anybody about this. 
Maybe I read about it in the schedules or something, 


some recitation somewhere. 
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THE REFEREE: In the schedules he states: 


formerly a stockholder of Robert A. Martin Associates. 


BY MR. GARTLIR: 

Q Did you know that he was the principal stock- 
holder of Robert A. Martin Associates, Inc.? 
A I don't think I did know. 

Q In any event, at no time did you examine those 
records in terms of investigation or audit, and by those 
records I mean of the corporation? 

A That's right. 

Q Insofar as checks on your schedule drawn to 
the bankrupt and deposited in the account of Robert A. 
Martin Associates, Inc. or insofar as checks drawn by the 
bankrupt to Robert A. Martin Associates, Inc. -- insofar 
as those checks are concerned as to which you could not 
tell the nature and purpose that you have testified, 
you did not, did you, look at the books and records of 
Robert A. Martin Associates, Inc.? 

A I did not. 

Q You referred in your testimony to checks to | 
a supermarket, department store, rent, and didn't include | 
those in your tabulation because, according to page 35 
of the transcript, you assumed that they were for personal 


debts of the bankrupt, living expenses and so on. 
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Is that a fair statement? 

That's right. 

Q Now, you made this assumption based on what, 
the nature of the name? 

A The nature of the name, the department store. 

Q Now, Mr. Lautt, you have in your schedule -- 
again without referring to it, and I assume you can if 
necessary -- a number of small items, $100, $80, $90, 
$200, for which you have no source andi nature made to a 
payee, and where it is not obviously to a supermarket, or 
it is not obviously to a landlord, a number of them, and 
you have indicated those as being unknowledgeable so far 
as source and nature is concerned; right? 

A Yes. 

Q Did you ever ask the bankrupt what they were 
for? 

A These smaller checke that you are talking about? 

Q Yes. 

A No. Since they were not included in my tabulation | 
I did not feel an urge to ask that. 

Q You say they were not included. I am talking 

about those that were included, which you testified you 


could not tell source and nature. 


a 
Let me repeat: you have/number which you 
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said you assumed ~- and I think that is the word you 
used --that they were for personal living expenses because 
it was made out to Grand Union, or to a landlord, and I 
guess you knew who the landlord was, or you must have 
had some way of finding out who the landlord was -- 
I am talking about other small checks which you could not 
assume they were for personal living expenses. 


A At no poirt did I ever confer with Mr. Martin 


concerning the nature of any of the disbursements. I was) 


restricting mvself to the available books and records of 
the bankrupt. 
Q Now, were you acting under instructions in 
that regard? 
MR. RUBACK: Object. 
THE REFEREE: Sustained. 
MR. GARTLIR: Sir, -- 
THE REFEREE: Let's get something straight. 
The trustee retains an accountant pursuant to my 
order and the accountant goes in and does a job, 
and he does what he thinks he has to do pursuant 
to the order of retention, which is to make an 
audit, to find out if there are any grounds to 
object to discharge, to find out whether there were 


any preferences, to find out whether there were 
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any fraudulent transfers or other improprieties. 
He does not get any specific instructions. 

Mr. Lautt is a very experienced accountant in 
bankruptcy matters specifically. It would be 
presumptious on anybody to tell Mr. Lautt what to do 
in a bankruptcy investigation. 

MR. GARTLIR: In view of your Honor's statement 
I think I should be permitted a statement insofar 
as what I consider to be the law on the subject. 

THE REFFREE: You can state what you think the 
law is in a brief. 

MR, GARTLIR: I have already sone so, and ¢ 
refer your Honor to the two cases that I cited 
which indicate that it is perfectly in order, in 
fact it may be required, for an accountant to 
inquire of the bankrupt to explain transactions that 
arc not otherwise explainable, particularly where 
he is an individual. The Matter of Halpern -- 

THE REFEREE: It is not required of the 
trustee's accountant to do that at all. 

MR. GARTLIR: If your Honor please, the 
trustee's accountant here was retained for the 


purpose of making 4 prima facie case ~~ 


THE REFEREE: I don't want to argue with you. 


| 
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I have made a ruling. 

MR, GARTLIR: In view of your Honor's state- 
ment I thought I would be permitted to respond to 
it, but if you do not wish I will proceed. 

THE REFEREE: If you feel he may »e criticized 
for not questioning the bankrupt, that is your 
privilege. 

MR. GARTLIR: I did not say criticized. 

I think he may have a duty in order to make out a 
case here to investigate the bankrupt himself and 
inquire. When an individual draws a check for $100 
for a suit of clothes he doesn't write in his 
check-book stub that it is for a suit of clothes. 
At least I don't and I am sure you don't. So when 
you say it is unexplainable, a hundred dollar item, 
I say it is not creditable in terms of keeping 


proper records. 


If he said to the bankrupt "what is this for" 


and he said "I bought a suit of clothes", that's a 


very simple way of getting at it. There wouldn't 

be any voucher, there wouldn't be eny bill, there | 

wouldn't be any book of account. | 
THE REFEREE: All right, you made your point. 


MR. GARTLIR: All right. 
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BY MR, GARTLIR: 
Q Now, page 37 of the record, reference was made 
to checks payable to cash and cashed. The Referee in 
commenting on the testimony rephrased that testimony to 
say, and I quote, line il: 
‘THE REFEREE: He said cashed. Cashed to me 
means thet you go to a bank and turn it into cash." 
Now, I ask you, Mr. Lautt, at the risk of 
clarification in this record, did you discover checks, 
and the year we have in question, and I can ask for 
another year, 1961 I think is the year in question, -- 
did you discover that the checks to which you referred 
as drawn to cash were actually cashed by the bankrupt or 
were they in fact deposited in an account either of the 
bankrupt or another account? 
A I referred to checks drawn to cash. I think that's 
all I said about it. 


Q Did you discover what was done with these 


checks? The Referee's comment on your testimony would | 


leave the record indicating that they were cashed. 
I don't recall that you so testified. Now, perhaps, you. 
can make it clear. 

I assume there is a difference in your own 


analysis between 4 check that is cashed and one that is 
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deposited, turned into dollars or put into an account. 
A There is a distinction in my work between a check 
which may have been drawn to cash on Bank A and deposited : 
in Bank B of the bankrupt. That is not included in ay 
cash because I have eliminated such identifiable transfers 
in effect whether the check was made out to Robert Martin 
or cash and then deposited in another checking account. 
They are not included in this item of cash. 

Q What checks do you know were actually cashed, 
if you know, turned into dollars, that is, not deposited? 

THE REFEREE: He said he did not take them 
into account. 

MR. GARTLIR: He said he didn't take into 
account checks deposited. 

I would like to know now what checks he did 
take into account that were cashed, if there were 
any that were actually cashed by the bankrupt. 

The record seems to indicate everything he 
says, these checks were cashed. Your comments -- 

THE REFEREE: What page? 

MR. GARTLIR: On page 37, line 12, your Honor, 

THE REFEREE: His testimony was there were 


no checks that were actually cashed. 


MR. RUBACK: May I give Mr. Lautt figures so. 
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he my be able to find the record? 


tw 


3 MR, GARTLIR: The Referee made a comment 
4 which may clarify ic. 

5 THE REFEREE: On line 12 I said: “He said 
6 cashed. Cash to me means that you go to a bank 


7 and turn it into cash." 

Mr. Gartlir said:"Okay". 
On line 15, the answer by Mr. Lautt was: 
"There vere none." 


MR. GARTLIR: That seems to be a volunteered 


answer. 


That was not a volunteered 


THE REFEREE: 


answer. 


15 THE WITNESS: There were none? 


Your Honor, may I suggest we 


MR. RUBACK: 


also look at page 36? 


THE REFEREE: That is just what I am doing. 


The question on line 4: 


” "Q Of this total of $1,071,461.31, how 
21 much was attributable to checks issued to cash?" 
22 MR. GARTLIR: If your Honor please, down on 


line 23 it is made more specific. 


24 MR. RUBACK: Let's go to line 21. 


25 THE REFEREE: Then we go to 21 corrected to 
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$56,581.16, was the answer that was given. 


Then line 22: 

"Q Of this $1,071,461.31 how much was 
attributable to checks issued to the bankrupt as 
payee and cashed by him?" 

Now, that was the question. 

MR. GARTLIR: Now, is that the answer -- 

THE REFEREE: The answer to that question is 
on line 15 of page 37. 

MR. GARTLIR: "None." 

Could I have the witness’ answer? 

THE WITNESS: None were cashed, is that my 
answer? 

THE REFEREE: That was your answer, but I 
want you to know that between the question and the 
answer there was -- 

Mr. GARTLIR: A lot of colloquy. 

THE REFEREE: A good deal of colloquy, and 
if you want to change that now you may. 

THE WITNESS: Well, certainly the answer 
"none" is not correct, it is not a correct answer 
to the question as to what amount was cashed. 

THE REFEREE: On page 38 the question was 


asked you again: ‘Were there any checks issued to 
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the bani rupt as payee and cashed by him of this 
729 thousand, 


GARTLIR: That's a different year, your 


REFEREE: Is that different year? 
GARTLIR: Yee, it was. I was only 
referring to the year in which there was confusion. 
THE REFEREE: I don't know what year the 
testimony on page 37 revers to. 
MR, RUBACK: 1961. 
MR. GARTLIR: 1962. At the bottom of page 37 
it says 1962. 
All right, so we have that clear. 
Now, the only clarification I would like for 
this record is the prior year 1961, and the Referee 


has pointed out that the answer on line 15 on 


page 37, "There were none" responds to the question 


on the previous page as to what checks in that 
year were drawn to cash and actually cashed by the 
bankrupt. 

Do I understand that to be your statement, 
Mr. Referee? 

THE REFEREE: The only thing that troubles 


me are the years. 
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| 
| 
| 
| 


MR, GART7.IR: I think we can get that straight, 
THE REFEREE: Don't forget, this has not been | 
before se for -- how long’ | 
MR. GARTLIR: ‘tuo years. Yes, it is 1961. | 
THE REFEREE: Oa 35 we talk about 1961 and 
the question was: "Was the grand total of all 
checks issued by the bankrupt in '61 $1,379,000." 
MR. GARTLIR: Right. | 
THE REFEREE: Now, let me follow it up. | 
Then the question put to him: “Of this total 


of $1,071,000 how mich was attributable to checks 


| 
1 


issued to cash". 

Then the question was read to the witness and | 
the witness answered on line 21 by saying | 
$56,581. was issued to cash. 

Do you follow me, Mr. Lautt? 

THE WITNESS: I do, sir. 

THE REFEREE: Then you are asked again now: 
Of the $1,071,000 how much is attributable to 
checks issued to the bankrupt as payee and cashed 
by him -- as payee and cashed by him. 

MR. GARTLIR: That's right. 

THE REFEREE: The answer to that one is "none", 


MR. GARTLIR: ‘That's right. 
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THE REFEREE: That's where we slipped up. 
MR. GARTLIR: I won't slip up, I hope. 
BY MR. GARTLIR: 

Q Can you tell me then how many checks in that 
total that year were issued to cash and cashed by the 
bankrupt, if you can? 

& The number of checks? 

Q No, the dollar amount. 

$56,581.16. 

Q How do you know they were cashed by him? 

Those were issued to cash. 
Q How do you know they were cashed by him? 
I didn't say they were cashed by him. 


Q Isn't that my question? 


Oh, I am sorry. 


Q My question was, cashed by him. 
I would have to go over -- 

THE REFEREE: They were drawn to cash and 
cashed, but they may have been cashed by somebody 
else. Is that your point, counsel? 

MR. GARTLIR: They may have been. I dont 
know. 

A They may have been cashed by somebody else. I 


would have to go through the checks now to answer that 
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question. 

Q You say, some were cashed by hin, I assume? 
A I don't think I said that as yet. 

Q You don't know. They were cashed by someone, 
is that right? 
A They were issued to cash, and I believe I couldn't 
determine whether there was any part that eventually, or 


any one check, that went into somebody else's account, 


| 
but there may have been some. I merely in this tabulation) 


show what checks were issued to cash. I have testified as 
to nothing as to the disposition of that check, whether ie! 
was cashed over the counter or given to some party, or | 
disposed of in some other place other than being deposited 
in an account of Robert Martin. 

Q Then you don't know now, or you didn't then 
know whether any of them were actually cashed by anyone 
and turned into dollars? | 
A I probably did know at the time. I don't know an 
I would have to now review those checks in order to snd 
your question to see whether I could tell by examining | 
the checks whether they were cashed over the counter -- | 
it is a difficult thing many times to come to that | 
determination by looking at a check whether it was actually 


cashed over the counter or deposited in somebody's 
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account, or negotiated in some other fashion. 

Q All right, but your previous testimony where 
you answered "none" in two instances, in 1961 and '62 
relates to the fact that you do not have in your record 
any indication that any checks in these years drawn to 
cash were cashed by the bankrupt? 

A I think we are getting back to the same thing 
where I said "none", it is checks issued to Robert A. 
Martin. 

Q I see. Okay, I will accept that. None 
cashed by him drawn to Robert A. Martin and you don't | 
know with respect to checks drawn to cash as to (a) whether 
they were turned into cash, and (b) by whom? | 
A At this point I do not know, at this time. 

Q Now, throughout your testimony you did give 
some figures in each year of the checks you were able to 
tell the source and nature. I don't refer to specific 


dollars but if you look at the record you may recall that. 


| 
| 
in each year there was a certain dollar amount you | 


testified to, and you said, "Yes, I can tell the source" 
-- and you were very careful to say “and nature of 
checks". Correct? 

A Yes. | 


Q I am not now referring, if you will, Mr.Lautt 


{ 
| 
e 
) 
i 
| 
| 
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to a check drawn to Grand Union. 
A There were notations on checks, as, for instance, 
in 1961 I have a total of $57,989.44 of checks identified 
as to nature by notations on the checks. 

Q On the checks? 

On the checks. 

Q And you used that as your source and nature? 


That's right. 


Q Do you know when those notations were put on? | 


No. 
Q Did you inquire? 
No. 
THE REFEREE: I will take a recess of five 
minutes. 
MR, GARTLIR: Thank you. 
(Recess taken at 3:00 P.M., and bearing 
resumed at 3:10 P.M.). 
CROSS EXAMINATION CONTINUED BY MR. GARTLIR: 
Q Did von ever see check book stubs,Mr. Lautt? 
No. 
Did vou ever ack for them? 
No. 
Q Did you ever ask for any records other than 


those furnished to you by the trustee? 


| 
| 
| 
| 
| 
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I did not. 
Q Now, Mr. Lautt -- 


A Oh, I want to qualify that. I believe early in the 


case I spoke to Mr. Martin about any records he might 


have, and as I recall I think he delivered some records 


to us. So I did speak to him about records that he might | 
have on his own person or at home or any other place. | 
Q Did you ask him about check book stubs? | 
I asked him for all his records. | 
Q Well, I referred specifically to that. | 
THE REFEREE: He answered you. 
No, I don't think I asked hi~ specifically. 
THE REFEREE: He didn't ask him anything 
specific. He said "have you any records". 
Q Did you ask him about notations on checks? 


No. 


when you testified from your records that you could not 


tell the source and nature of certain checks but you 


| 
| 
| 
| 
| 
Q I am talking about following your analysis | 


could tell those which had notations on them? 


Q Now, you have referred to a group of stock 


A That's right. | 
confirmation slips, and at my request you just handed , 
| 


them to me, and I ask youshather these were all the slips 
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that you had in your possession when you made this 
analysis, the ones you just gave me? 
A (Witness examines same). I believe they were -- 


I believe they are. 


Q Wasn't there a bound stock confirmation 


folder? 

A I think with Tracon there were some bound records. 
Q Just with Tracon? 
To the best of my recollection. 


Q Let's take them one at a time. 


| 
| 
| 
| 
| 


Was there a bound group of stock confirmation. 
slips of Robert A. Martin? | 
A It is my recoliection that these are the only ones 
I have. 

MR. GARTLIR: Let me have these marked as 

one exhibit. 
MR. RUBACK: No objection. | 
(Batch of stock confirmation s'ips of Robert 
A. Martin marked in evidence as Bankrupt's 
Exhibit I). 
Q Now, did you exe ine the bound group of 
memos that you referred to as being related to Tracon? 
A I did. 


| 
i 


Q And that is the one you testified was te 


| 
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in the checks for which you assume there was a purpose, 
is that right? 
A Yes. 
Q How about Century, the same? 
A I had nothing on Century. 

Q There were no records regarding Century that 
were delivered to you? | 
A That's right. Among the bankrupt‘s boos and records 
I could find nothing there with regard to Century. | 

MR. GARTLIR: If your Honor please, in 
connection with the question I put prior to the 

recess it has been called to my attention when I 

referred to the fact that the bankrupt was compelled| 

to file as a business broker, it has been brought to. 
my attention that there was an order entered that | 


required that filing. 


THE REFEREE: Not to file as a business tieoher| 


I have not seen the order and I don't know what the | 
order says but I would never tell him to file as a 
business broker. I told him to file an amended 
schedule if I told him anything. 

MR. RUBACK: I can explain it. The bankrupt | 
originally filed a Statement of Affairs relating 


to one who was not engaged in business. 
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Following examinations at the adjourned first 


l64a 
| 
| 
| 


meeting the bankrupt testified, or during those 
examinations the bankrupt testified that he was in 
business. Accordingly motions were made to ones | 
the bankrupt to file a statement of affairs for one 
engaged in business, and he filed this Statement of | 
Affairs. 
THE REFEREE: I am sure I did not tell him 
what to put in it. 
MR. RUBACK: Certainly neither you nor I 
told him what to put in it. He was merely told 
in view of his testimony to file a Statement of 
Affairs as one engaged in business. 
MR. GARTLIR: Was an application made to the 
Court? 
RUBACK: Yes. 
GARTLIR: On notice? 
RUBACK: Yes. 
GARTLIR: And was an order entered? 
RUBACK: Yes. 
GARTLIR: An order was entered, | 
REFEREE: To file a Statement of Affairs ,| 
but you are saying he was instructed to file as a | 


business broker. 


165a 
Lautt - cross 


MR, GARTLIR: No, your Honor. 

THE REFEREE: That is what you said several 
times. He was not instructed, he was compelled to 
file schedules. 

MR. GARTLIR: That's what I am saying. 

THE REFEREE: Of course he was. I am required| 
to make him file schedules by law, and he is 
required, he is under a duty to file schedules. 

MR. GARTLIR: Yes, but the question is the 
character under which he filed, as to whether he 
was or was not a business broker. 

THE REFEREE: Not as a business broker. He 
was told to file schedules as one engaged in 
business because his testimony indicated that he 
was not working for a salary, as a consumer, a8 &@ 
laborer, as a workingman. He was engaged in 
business and he filed the wrong kind of schedules. 
Now, if he wanted to describe himself in there as 
an aviator he could have done so. | 

MR. GARTLIR: May I have a moment, your weane’ 


THE REFEREE: Yes, you may. 


MR. RUBACK: May I have a moment to clarify 


something? I don't want to pursue this but I 


think it might be important to have it clarified 
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for Mr. Gartlir, the question of why the bankrupt 


filed as a business broker. 

If you read from the bankrupt's testimeny on 
February 1, 1966, on page 38, which shows: 

"Q Now, in your Statement of Affairs you 
state that you have been @ business broker, is that | 
correct? 

"A That is correct. 

"Q And you also state that you have been 
self employed as a business broker, is that correct 

"A That is correct. | 

*@ How long have you been employed as 8 
business broker? 


"A I would say approximately the end of 1962, 
early 1963, let's call it, to 1964. | 

"Q The end of 1962 to early 19647 

“4% To the middle, towards the end of 1964 | 


a little over a year. 


| 
j 
| 
| 
| 
| 
| 
| 


"Q What did you do as a business broker? | 


"A I tried to find companies, acquisitions 
mergers, financial consulting fees. | 

"Q Did you find such companies? 

"A We found many things, yes." 


Now, I don't think I need go on. This was 
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the bankrupt's testimony in early 1966, and to have | 
the bankrupt now state to this Court that he was 
compelled to state that he acted as a business 
broker is a charade. 

MR. GARTLIR: I must respond, if your Honor 
please. 

It is our contention that this man was an 
individual stock trader and he performed work as 
a business broker for a period of a little over a 
year. It isn't of necessity that he becomes a 
business broker for the purpose of filing ainecilaas! 
or a Statement of Affairs. He filed originally as 
an individual. An application was made to the 
Court -- 

THE REFEREE: He can file as an individual 
both ways. It is a printed form. One is made for | 
a bankrupt or debtor engaged in business. One is 
for a bankrupt or debtor not engaged in business, 
that is a man working for a weekly salary. This 
man didn't fit into that category. 

MR. GARTLIR: That is not quite accurate, 
your Honor. He was employed. 


THE REFEREE: By whom? 


| 


MR. GARTLIR: . Robert A. Martin Associates, Ind. 


| 
| 
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was his employer. 

THE REFEREE: This is not the point. You ere 
getting away from the point. 

MR. GARTLIR: If I may have a minute to make 
the point which I haven't made yet. If your Honor 
will hear me. If you won't hear me, I won't be 
heard. 

If I may be permitted I may introduce into 
evidence as Mr. Ruback's postscript, he was reading 
from page 39, line 7: 

"Q Did you earn any money a6 4 business 
broker? 

"A Very little. 

"Q Did you earn any? 

"A Yes, a few thousand dollars." 

Now I will go ahead with the case. 

BY MR. GARTLIR: 

Q In connection with the Bankers Trust Company 
account referred to on page 39 of the transcript, down | 
at the bottom, line 23, I asked you at that time in 
response to a question whether you were unable to identify 
the 148 thousand dollars worth of checks by reason of | 


the fact that you didn't get any cancelled vouchers or 


checks, and you said "that's right". Do you recall that 
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testimony? 


A I have a recollecticen of it, yes. 


Q So, in other words, you took 148 thousand 


dollars from some other document as being unexplained as 
to source and nature, is that right? 
A l took it from a transcript, a bank transcript of 
his account with the Bankers Trust. 

Q A statement, so to speai:? 

That's right, the bank statement. 

Q And you didn't have any checks? 

I had nothing on the account besides that statement. 

Q Now, you had batches of checks of Robert A. 
Martin Associates, Inc., or don't you know? 
A I don't know offhand. Let's say I did. I don't 
know offhand. 

Q Did you look at those checks for Robert A. 
Martin checks of the Bankers Trust Company? 
A What we did originally, as the books and records 
kept coming into our office I assigned a man from ay 
office to separate the books, the records of the corpora- 
tion from the records of the individual, and the records 
of the corporation were set aside then and I worked on 
the records of the individual. 


Now, what records, as I think I testified previously,-- 
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I made no real examination of the records of the corpora- 
tion. I didn't go into them. I didn't look at them 
generally. 

Q I understand that. We have got that clear, 
you did not look at those records at all. 

A Just casually. I think I looked at the general 
ledger. They had a general ledger for ‘62. I looked at 
that. If I recall, I think I testified as to that 
previously. 

But as to the volume, the cartons of stuff,we had 
a four-drawer steel file, we had many blotters of the 
corporation, but I didn’t go into it. I was interested 
only in the records of the bankrupt. 

Q But you did I-ok at the records of the 
corporation, you say you just glanced at it. Did you by 
any chance look at it for any transactions you saw in 
the bankrupt's records? 


A No. 


Q And that was a determination that you made 


yourself, that is to say, not to look at the corporate 
records? 


A It was a determination I made myself. Probably -- 
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I can't be too sure -- I may have spoken to counsel about 
it but I have no recollection of it. I probably did make | 


it myself but I am not too certain. 


Q Mr. Lavtt, were you asked to ascertain whether, 
there were any assets of the bankrupt estate, or did you 
in connection with your duties in your retainer seek to 
determine whether there were any assets of the bankrupt 
estate? 

A I think the records were such that it would be 
difficult for me to come to any definitive answer as to 
what his assets were from his books. 

Q In the original Statement of Affairs and 
statement of debts and assets there is a reference to 
assets in the hands of others. Did you know that? 

I refer to Tracon and Century. 


A Well, our attorneys were fully aware of that. 


Q And you were not asked to nor did you examine | 


into that? 
MR. RUBACK: Object. 
THE REFEREE: © Sustained. 
MR. GARTLIR: That is all I have at this 
moment. 
THE REFEREE: Anything further? 
MR. RUBACK: Just one question. 
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2 | REDIRECT EXAMINATION BY MR. RUBACK: 


3 | Q Mr. Lautt, at the last examination you tes- 


4 tified that there were deposits totalling $2,843,126.31 


5 | for which you could find neither the source or nature. 


6 | That answer was given on page 54. 

7 || Do I understand correctly that that sum | 
8 represents a figure for which you could find neither the | 
9 | sum nor the nature of the moneys deposited? | 
10 | MR. GARTLIR: Source, I think. | 


11 || Q Did you find neither the source nor the 


nature? 


13 A Where I found a source,there was some indications 


of source that are not included in this figure of 


$2,843,000. 
16 | Q Were there deposits where you found the source 
17 | but not the nature? | 


is] oA That's right. | 


19 | Q What is the total of those deposits? 
$604,485.13 
be 21 | MR. RUBACK: No further questions. 
| THE REFEREE: Anything further? 
23 MR. GARTLIR: Yes, your Honor. 
RECROSS EXAMINATION BY MR. GARTLIR: 


Q I take it, Mr. Lautt, you did not look at 


SR a ALE SE RY  °——RR  aR” —RST — 
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the records of Robert A. Martin Associates, Inc. to deter- 
mine the source or nature of any of those sums including | 
ledger sheets that had reference to Robert A. Martin? 
A The ledger sheets that had reference to Robert A. 
Martin, I believe there was one subordinated loan account | 
in the general ledger for '62 which had a carry-forward 
balance from a prior year, which ledger I didn't have. 

There was also what we call a loan and exchange | 
account, I believe, with Robert A. Martin with very minor | 
and trivial sums, and I -- | 

Q How many pages was that in the book? 
A The subordinated loan account was one -- 

Q No; the exchange account. 
A The exchange account I just don't recall how many 
pages. 

MR. GARTLIR: Could we have that in Court 


the next time, Mr. Ruback? | 


Q Those pages from the ledger account which you) 
say were minor, the exchange account, did you perform a 
work on that or perform any work sheets? | 
A No. I said I disregarded it because of what seemed | 


to me to be the utter insignificance of the amounts. 


those books? Were there work sheets there particularly 


{ 

| 

Q How about the work sheets that were with | 
| 

| 

| 

| 
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particularly in connection with this exchange account? 


A I don't recail seeing any. 


Q If there are any, may we have those too, the | 


work sheets, the accountant's work sheets? 
A My work sheets on that or some other accountant's 
work sheets? 

Q Mr. Martin's accountant's work sheets relative 
to those exchange accounts. Biller & Snyder were the 
accountants at the time. There are work sheets and trial | 
balances that went with those books. | 
A If there are work sheets: of the accountants for 
Robert Martin Associates I will bring them. 

MR. GARTLIR: Okay. 

MR. RUBACK: Do I take it, therefore, that 
you desire to continue your cross~examination? 

THE REFEREE: No. You will not continue 
anything. You waited two years to get to this 
today. The cross-examination is concluded. 

MR. GARTLIR: I didn't wait two years, your 
Honor, to get to this today. 

THE REFEREE: I didn't say you did. 

MR. GARTLIR: I just wanted to make the 
record plain. 


THE REFEREE: I used the first person plural. | 
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MR. GARTLIR: I am sorry. I withdraw my 
comment. 

THE REFEREE: You may step down, Mr. Lautt. 

| (witness excused) 

MR. RUBACK: At the very outset, your Honor, 
you asked me to indicate when we would be through 
with certain specifications. 

THE REFEREE: Right. We were on specifications 
1 and 2 until now. | 

MR, RUBACK: That's right. No further direct | 
examination or redirect cxamination with respect to | 
specifications 1 and 2. 

THE REFEREE: You rest on them? 

MR. RUBACK: Yes, your Honor. 


THE REFEREE: Do you want to proceed? 


MR. GARTLIR: Do you wish me to address myself 


to the prima facie case now on my defense on 1 | 
and 2, or should the trustee go forward. | 

THE REFEREE: I take each one separately. 

MR. GARTLIR: If your Honor please, I would 
like to be heard briefly on this. 

THE REFEREE: Go ahead. 

MR. GARTLIR: I respectfully move to dismiss 


insofar as these particular specifications are 
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concerned, on the following grounds: 

The specific section with which your Honor, 
of course, is familiar, and I will only quote it 
in part, requires the Court to grant a discharge 
unless satisfied that -- and I omit what I do not 
believe was raised in these specifications -- 
the bankrupt has destroyed, mutilated, falsified, 
concealed or failed to keep or preserve books of 
account or records from which his financial condition 
and business transactions might be ascertained, 
unless the Court deems such acts or failures to 
have been justified under all the circumstences of 
the case. 

Obviously the trustee has the obligation of 


establishing prima facie that there are reasonable 


grounds for helieving that the bankrupt has failed | 


| 


to keep or preserve books of account or records from 

which his financial condition and business trans- 

actions might be ascertained, because the circum- 

stences of each case determines whether the Referee | 

can decide whether the bankrupt has or has not 

complied with the requirement to keep such records. | 
I stress, of course, and I think the cases 


are clear, no requirement that records be kept in 
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a certain manner, or that certain kinds of records 


be kept -- International Shoe Co. case which I 


cited -- so long as the records are kept from which | 


the bankrupt's affairs might be ascertained, and thd 
bankrupt has complied with the statute, 

First of all, there is no doubt I think from | 
this record so far that the bankrupt has complied | 
with that requirement that he turn over all records, 
We have put in evidence a receipt which is rather 
voluminous and which covers all the records that 
he did have. 

I will go back to that in a moment, your 
Honor. 

So I don't believe the question of good faith 
in failing or refusing to turn over records is an 
issue in the case. 

I think the sole issue that is before the 
Referee at this moment is whether he kept such 
records from which his financial affairs might be 
ascertained. 

Now, coming to that, the disclosure of what 
he has together with the accessibility of other 
records is something that I think the Court is 


required to take into account. 
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If the trustee and the accountant here are 
going to be limited in determining the legal 
question before the Referee to only the specific 
records of Robert A. Martin as the individual, that | 
is one thing. It is my contention that they are | 
not, and that in the reasonable and proper adminis- 
tration of the investigation of the bankrupt's 
affairs that the trustee and his accountant has a 
duty of looking at other records as well, including 
the following: 

(1) The fact that the bankrupt was the 
principal stockholder of a company called Robert A. | 
Martin Associates, Inc. which had other substantial | 


records, is a fact that must be taken into account 


if the trustee and his accountant were truly seeking 


to determine whether there were records from which 
the financial affairs of the bankrupt could be 
ascertained, 

Now, lest it be thought that I am pushing 
this a little too far there are cases which I have | 
cited which indicate that where there is a close | 
relationship between the bankrupt and a wholly owned 
corporation, or one which is principally the organ | 


of his business, that the Court will require that <| 


| 
| 
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those records be brought before the Court, or at 


least be used in an effort to make an entire 


4 || picture explainable. 

| 
5 There is more. It is obvious from the 2la | 
6 proceedings which lasted here over a period of 


three years, consisting of 19 meetings, that the 
8 affairs of this bankrupt were gone into at exhaustive 


| 


length, and it is quite obvious also that a sub- 
stantial part of his business was done not only | 
with Robert A. Martin Associates, Inc. but with two 
major companies called Tracon and Century, and he 
had stated in his papers on file in this Court that 


his records such recordsas he kept, were also in 


the possession of Century and Tracon, those records 
being a record of accounts with them which explains | 


in writing transacions in which he engaged. 


The question the Referee will have to 


| 


that there is a | 


determine, and I press upon hin, 


further duty on the offer of the bankrupt for 


21 certainly some reasonable requirement to make 
inquiry of Century and Tracon as to what their 
23 records show, or to subpoena those records, which 


24 were no longer within the physical or legal control | 


' 


| 
| 


25 of the bankrupt. 
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THE REFEREE: Who were those records kept by? 
MR, GARTLIR: Century and Tracon. 


THE REFEREE: A record they made in their 


| 
| 


books. 

MR, GARTLIR: That is correct, your Honor. | 
But I don't believe that the statute is so strictissini 
juris, that it says you may not look at any record 
except a record kept by the bankrupt. 

Let me come back to that again for a minute, 
and I promise not to be too long. 

I think significant here although the case 
is in large numbers -~- the accountant has testified 
that millions of dollars of transactions -- is what 
was this man? What was he doing? 

I recognize this matter of having filed as a | 
business broker. I say to your Honor that the 
record will indicate that he was an individuel 
stock trader, an individual stock trader. He was 
engaged in the business of a business broker for a 
year or so before he filed a bankruptcy proceeding, 
that is admitted, But the bulk of his transactions 
to which reference has been made in this case 
relate to this man's operations as a stock trader 


as an individual, aside from his corporate operation 
| 
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to which nobody has paid any attention. 

All right, let's come to the individual then. 
What records does an individual keep even within 
the meaning of the Bankruptcy statute? 

I referred your Honor before to the fact that | 
on individual who draws a check on his personal | 
checking account does not even put in his s‘ ib what | 
it is for, and I would defy any individual, stock | 
trader, lawyer, accountant, individual person, to 
be able to tell this Court what his transactions 
were four years ago from a physical record, a end 
record, It doesn't exist. It doesn't exist for me, 
it doesn't exist for you, it doesn't exist for 
anybody. But there are records here. It isn't a | 
question that there are no records. The question 
is whether those records are sufficient to eee 


what we have to determine. 


Now, what do we have to determine? We have 


to determine, we have to see whether there are 
transactions that can be explained, and I say they 
can be explained. | 
Of course, it may be that the accountant was > 
not zealous, with all due respects to the account-— 


ant, in going to the other records. Maybe his 
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instructions were not to go to other records. I 
don't know. 

Now, I read the petition here, which I looked 
at this week for the first time, of the employment 
of this accountant, and which has been deemed in 
evidence. I don't find anything in the retention 
of this imo which excludes anything I have 
just said, It doesn't say in here that he is not 
required to do any of these things. 

As a matter of fact his retention here does 
not specifically relate to the investigation of 
books and records for the purpose of specifications. 
to a discharge which arose three or four years | 
later. 

I don't suggest that his duties don't fall 
within the scope of his being retained. I am just 
urging upon your Honor that if this man was to be | 
given a chance to explain he should have been given) 
a fair chance to explain. | 

Is it unthinkable that an accountant in 
trying to reconstruct a man's affairs, or [ind out | 


what he did from a thousand checks, and he sees a 


check for $200, $600 and $400 to a named individual, 


that he says to the man, "what is it for''? 


Your Honor may say, no, the statute does not 
require that he go to him. I say that the case law 
indicates, and I have cited Jackman v. Hammer in 
the Second Circuit. I have cases in my memorandum 
which say that such records together with the 
explanations of a bankrupt must be taken into 
account, 

My questioning of this accountant as well as 
the prima facie case indicates they did not make 
such inquiry of the bankrupt even to explain the 
most elementary transactions in the books, our 
own transactions as individuals when we buy a suit 
of clothes or what not. 

Certainly the major items, and I look sat that 
exhibit, and I can pick them out in a minute, the 
large items, the 50 thousand dollar items, the 
40 thousand dollar items, are with known stock- 
brokerage houses, or with Tracon and Century, which 
was part of what he was doing. These are almost 
self explanatory. If we went to get another record 
we would find it. Maybe nobody wanted to get 
another record. It is entirely possible. 

In substance, your Hunor, I also have this 


one further thing to say. The Statement of Affairs 
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2 |i here shows that claims were listed in excess of a 

i { 

| 


million dollars, I think. Claims were filed some- 


4 where in the neighborhood of 460 thousand dollars. | 
5 Those claims have been reduced over the last two 


years at the work of the bankrupt's counsel and the 
bankrupt together with the cooperatiwvr of the 
trustee and his counsel, to 350 thousand dollars -- 

MR. RUBACK: Would you repeat that statement? 
i em sorry. 


MR, GARTLIR: Claims have been reduced to 


3€) thousand dollars, approximately -- I think it 
is 359 thousand dollars. 


And of those claims I call your Honor's 


attention to the fact that the major ones are still | 
with Tracon and Century, and one or two creditors, 
the same ones that are related in these schedules. 
If there is any disposition to find a way 


to have an explanation of a bankrupt's records, 


the sources exist, they are here. The bankrupt who | 
was examined for three years is here. Such case | 


been established. 


could easily have 


23 MR. RUBACK: I simply want to say that I | 


24 think Mr. Gartlir is picking up some of the minor 


things and overlooking the major ones. 
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For instance, Mr. Lautt has testified that 
during the year 1960 he could not determine the 
nature of disbursement of checks totalling 
$362,107.20. We assumed that this included some 
hundred dollar checks. The thing goes beyond 
reason to assume that they totalled that sum. 

Another question: in the year following, I 
asked Mr. Lautt: were you able to determine the 
nature and purpose of disbursements indicated by 
these check which total $1,181,492, and Mr. Lautt 
testified that to the extent of $451,791 leaving a 


balance which I could not determine the nature or 


j 
i 
| 


purpose of the payments in the amount of $729,701.14. 


So we go beyond hundred dollar figures that 
Mr. Gartlir with such great oratorical power said 
I should know, he should know who issued checks 
for clothiers, etc. We don't keep any records. 

Those are not the type of checks we are 
really interested in. I think Mr. Gartlir knows» 
that. He has been given every opportunity to go 
through the record submitted by the bankrupt. He 
was there as late as Tuesday. No time was he 
refused access to the records that the baskrupt 


had which were turned over to us. 
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I think the Court will understand that Mr. 


ti 


3 | Lautt has not destroyed one single memorandum or 

4 | slip and they are all available. No attempt has | 
5 | been made to show that the records which were turned | 
a over, even of Robert Martin Associates, would | 
7 | reflect this bankrupt's condition. It is not the | 
“| duty of the trustee to do that. | 
9 I respectfully recognize that this Court has | 
10 too much experience, and I say this with deep | 
il conviction, on these sort of cases, so I am not | 


going to quote and cite a great deal of law. 


I will submit a memorandum citing one case. 


14 I am sure that your Honor of his own knowledge has 


many many more which he knows. 


The trustee rests. 


i 


THE REFEREE: The motion to dismiss is denied.) 


18 | I am going to set it down for an afternoon | 


19 and the burden now shifts, not the burden of going | 


20 forward, the burden of proving that he kept adequate 


2) records falls entirely now upon the bankrupt. 


7 Off the record. 


23 (Discussion off the record). 


24 THE REFEREE: November 10th at 10:30 and we 


will hold the day. 
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Appearances (continued): 170 

Messrs. HOFHEIMER, GARTLIR, HOFHEIMER, GOTTLIEB & GROSS, 
Attorneys for Bankrupt, 

61 Broadway, 

New York, New York 
By: BERNARD GARTLIR, FESQ., ef counsel 
Also present; 

SIDNEY C, LAUTT, C.P.A. 

Accountant for Trustee. 

THE REFEREE: Proceed, please, 

ROBERT A. MARTIN, residing at 17 Spring- 
hill Drive, West Orange, New Jersey, called as a 
witness on behalf of the bankrupt, having been first 
duly sworn by the Referee, testified as follows: 

DIRECT EXAMINATION BY MR, GARTLIR: 

Q Mr. Martin, you are the bankrupt in this pro- 
ceeding, are you not? 

A That is correct. 

Q I first ask you to teil the Court what your 
occupation was prior to the filing of the petition in 
bankruptcy, giving me please, if you will, for the period 
from 1961 through the date of the filing of the petition 
in 1965? 

A From 1961 until part of 1965 L was employed by 


Robert A. Martin Associates, Inc., a registered broker- 


dealer, I was president of that corporation and a stock 


holder of the corporation. 


Martin - direct 
I will refer to that again shortly. 


Now, will you tell the Court, please, what 


eee ete 


your occupation was until the date you referred to in 
1964 until the filing of your petition in bankruptcy in 


1965? 


A During that time I attempted to engage as a busines 


broker dealing in mergers and acquisitions to a very 
limited extent over this period of time, 

Q Now, you referred to the fact that you were 
the president and a stockholder of Robert A. Martin 
Associates, Inc. in the period which you just referred 
to, 1961, 2, 3 and 4, Will you tell the Court what the 


business of that company was? 


A Robert A.Martin Associates, Inc. was 4 registered 


broker-dealer engaged in general securities business 


with primary emphasis of underwriting new stock issues. 


Q What was your interest in the company? 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
! 
i 
| 
| 


A I owned approximately 80% of the stock and I was 


president of the company. 


Q Who owned the other stock in the company? 
A The other stockholders were Stanley Hilton, 
Louis Volkamer and Arthur A, Hilton. 


Q And where was the business of the company 


conducted? 


| 
| 
: 
| 
| 


eat ene 
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680 Fifth Avenue, New York City. 

Q Did it maintein an office there? 

It did, 

Q Is that where you engaged in the activities 
on behalf of the company? 
A Thatis correct. 

Q How extensive was the office? How many 
employees did the company have? 
A Approximately 32. 

Q Did you maintain any other office other than 
the one you just referred to? 


A No. 
MR, RUBACK: Your Honor, If will object at 


this time to the questioning. I see no purpose 
unless Mr. Gartlir would like to elucidate as to 
the purpose or the reasons for this ctype of 
examination. 

THE REFEREE: Overruled. 

Isn't the objection that he failed to keep 
proper books and records? 


MR, GARTLIR: Ye8.. 
THE REFEREE: The nature of the business an 


the kind of business he ran is very very material 


If he was a plumber he would require one set of 
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books. If he had 32 employees running a brokerage 
business he would require a different type of 
books, a different set of books, 

I think this is very material. 

All right, proceed, 

Do you want the question read? 

MR, GARTLIR: I do want to comment on your 
last comment, if I may. I think the testimony is 
important, I agree, and I would not want your 
Honor's statwnent to go unchallenged in light of 


what you just said, namely, that he maintained 30 


employees, 


THE REFEREE: I didn't say he maintained 


them, I said that any bankrupt who had 32 employe 


MR, GARTLIR: Absolutely right. I am sorry, 


your Honor, I misunderstood, 

THE REFEREE: What his actual activities 
were financially, and how involved he was in 
business and income, and receipts and disbursement 
investments, borrowings, lendings -- all those go 
to the question of what kind of books does he 
have to keep -- what books would a reasonably 


prudent man under the same circumstances keep. 


| 
would require a certain set of books, 
® 
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MR, GARTLIR: We are in agreement, your Honor. 
THE REFEREE: Very well. 
MR, GARTLIR: May I have the last question? 
(Last question and answer read by reporter). 
BY MR, GARTLIR: 

Q Mr. Martin, were you personally engaged in 
any business other than your employrent as an officer 
and stockholder of the company? 

A Not at this time, no. 

Q And up until the date you testified to in 
19647 
A That is correct. 


Q Did you have your name on the door? 


<a 
| 
| 
| 
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No, I did not. 

Q Now, you referred to the fact that the busi 
ness of this company was & broker-dealer. What were 
your duties, what were your functions; what did you do 
specifically as president of this company? 

A I was charged with the over-all responsibility of 
managing the company's day to day operation, and most 

of my time was spent with seeking out potential onnnaed 8 
for underwriting by Robert A. Martin Associates, Inc., 
conducting some comshantive business through the corpora 


tion, and in addition arranging interim finance loans 
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for companies prior to their going public. 

Q Was the company licensed with the Securities 
& Exchange Commission? 

Yes, it was. 

Q Were you licensed with the Securities & 
Exchange Commission? 

Under what is called the umbrella of Robert A, 
Martin Associates, Inc, The Commission does not actually 


license individuals, only partnerships or corporations, 


and I worked for the corporation, 


on behalf of the corporation? 
A I was paid a salary by the corporation, 

Q On a regular basis? 

Yes, every week, 

Q Coming to the immediate period of 1964 until 
you filed the petition in bankruptcy, that is that periog 
of time relatively short, I assume, in which you engaged 
in some other activity, what was the status of the 
corporation during that period? 

A From late 1962 the corporation ceased to do busine 
as a broker-dealer, its working capital had been impaire 
and I spent most of my time liquidating, or helping to 


liquidate the corporation, seeing that customers’ 


Q How were you compensated for your activities 


\ 
\ 
} 
' 
1 
| 
| 
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securities were delivered, credit balances, seeing that 
the books and records were closed out, a final return 
was filed, and just a seneral wind-up of the corporation 

Q Did you receive salary or compensation from 
the company during thai period? 
A From the time of 1963 on,I believe, the corpora- 
tion was not able to pay any compensation to me, and 
I had to sustain myself on whatever bits of capital I 
had left at that time, 

Q Now, Mr. Martin, I ask you this question: 
Did you engage in transactions with the company your- 
self, personally -- Robert Martin -- engage in trans- 
actions with this corporation? 
A Yes, 

Q Will you describe to the Court, during the 
period in question -- 

MR, GARTLIR: May it please the Court, 
during the period in question, and I am referring 
specifically to the period during which debts and 
creditors' rights accrued in this bankruptcy 
proceedings, and may we refer to that period for 
shorthand purposes from 1961 to part of 1963, and 
the record will indicate that is the period of 


time during which these debts arose which have 
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been filed in this bankruptcy which is the concern 
of this bankruptcy. 

Q Do you remember my question? 

No. Could you read it back? 

THE REFEREE: He wants to know what trans- 
actions you engaged in with the corporation 
between 1961 and part of 1963, during which the 
debts which are part of this case arose; what 
transactions you personally had with the corpora- 
tion, 

Am I correct, counsel? 

MR, GARTLIR: Correct, 

A 1 conducted an extensive personal trading account 
much of which was conducted through Robert A.Martin 
Associates, Inc, acting as a broker for my transactions, 
and then in addition because of net capital requirements 
of the Securities & Exchange Commission I was put into 


the position of having to advance substantial sums of 


money as loans to potential companies for underwriting 


issues, The reasons the loans had to be advanced by me 
so there was not a net capital deficiency from the 
broker-dealer corporation, 

Q Do I understand you to say that there was 4 


legal requirement that you had to make the advances 
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rather than the company? 

A It wasn't a legal requirement for we to make the 
advance, but had the corporation advanced it it would 
have had put them in a capital deficiency position, and 
either some officer or some entity outside of the 
corporation would have to make the loans and be liable 
for the loans, 


Q Is it a fair statement to say in that regard 


i 


you acted on behalf of the corporation? 


A Yes, 


Q Now, during the same period, Mr, Martin, 
tell the Court, please, first, what records, personal 


records of any kind, you had or maintained for yourself? 


| 
| 
| 
| 
| 


A The records I maintained were the original purchas 
and sale confirmations from brokerage firms, cancelled 
checks, some correspondence, some paid bills, and 
occasionally some contracts or letter agreements pertain 


ing to underwritings. 


Q May I refresh your recollection, Mr. Martin? 


Q Did you also have broker statements? 
A Yes, I had the monthly brokerage statements that 
were a recapitulation of the purchase and sale tickets 


that I mentioned, and in additionl maintained a folder 
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of credit and debit memos from stock factoring companies 
who were financing my trading operations, which 
showed the flow of money in and out of my account, all 
interest charges, all service charges, 
Q Did you also maintain a paid bills file? 


Yes, I did, 


THE REFEREE: He said he kept some paid billg, 


THE WITNESS: Yes, I mentioned it, 
I am sorry, I did not hear you say that, 
How about income tax returns? 

I kept those, yes. 

Q And where did you keep those records; where 


did you keep them physically? 


A At Robert A, Martin Associates, Inc, and some of 
the records were at my accountant's office, Hertz & 
Herson, 

Q Now, I ask you to tell the Court what kind 
of records were maintained by Robert A. Martin Associates, 
Inc.? 
A Robert A, Martin Associates, Inc, maintained a 
full set of records as required by all of the regulato 
agencies, which consisted of general ledgers, purchase 
and sale blotters, cash disbursements ledge”, check 


book, check stub books, all correspondence, all paid 
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bills, tax returns, etc, 

Q Payroll? 

Payroll books, yes. 

Q Dividend ledgers? 

Dividend ledgers, 

Q And security ledgers? 

Security ledgers, yes. 

Q Where were they maintained? 

At the offices of Robert A,Martin Associates, inc. 
Q Did you have an accountant or an auditor? 
Yes, we had an auditing firm, Biller & Snyder, 


Q And were the accounts of Robert A, Martin 


Associates, Inc, audited on some kind of regular basis? 


A Yes, at least two regular audits and one surprise 
audit each year, 
Q One what? 


Surprise audit, 


THE REFEREE: Spot check, They would come 

in when he wasn't looking. 

Q Now, at the time when you filed your petitio 
in bankruptcy what disposition was made to your knowledge, 
Mr, Martin, of your own records? Where were they? 

What happened to them? Who got them, and explain the 


circumstances to the Judge. 
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A Most of my records were shipped with the records 
of Robert A, Martin Associates, Inc. to the Hahn Ware- 
house in the Bronx, New York. Some of my records were 
still with my accountants, Hertz & Herson, and a few of 
my records were in my possession at home. Most of those 


related to 1964 or 1965, 


Additionally, many of the records that I often 


relied on in filing tax returns were in the possession 0! 
Tracon Corporation who kept ledger books relating to my 
entire account, and Century Industries kept a complete 
record of my transactions with them through Artia- 
Parliament Industries, Inc. 

In addition, some of my records had been subpoenae 
by the Attorney General's Office and as I testified 
previously in the case insolving Mr. Ruback's firm, by 
the District Attorney's office. 

Q When, to — knowledge, were these records 
turned over to the trustee in this proceeding? 

A I don't remember the exact date. I think it 
should be on the veceipt, but it was shortly after the 
petition was filed, I believe, 
MR, GARTLIR: If your Honor pleases, the 
witness is referring to a receipt which is in 


evidence and it is an important part of my case 
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that the receipt be further identified by the 


witness, 
BY MR, GARTLIR: 

Q I show you Exhibit D in evidence -- I bellev 
it is D -- and ask you if this is a list of the records 
documents and other papers to which you just referred? 

MR, RUBACK: May I see it first, please? 

MR, GARTLIR: Yes (handing same), 

MR, RUBACK: Is it in evidence in this 
proceeding? : 

MR, GARTLIR: My recollection is that in 
the very early stage in this proceeding, as well 
as in an earlier one, this receipt was marked in 
evidence, 

MR, RUBACK: I have no objection to it if 
you want to mark it in evidence, Let me see if 
it is in evidence, 

MR, GARTLIR: It would appear that this 
document was marked a couple of times. 

THE REFEREE: Batch of receipts. 

MR, GARTLIR: May I come up and look at it? 

THE REFEREE: Off the record, 

(Discussion off the record). 


THE REFEREE: Batch of receipts referred to 
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marked in evidence as Exhibit D, 

MR, GARTLIR: What is the date of that 
transcript? 

THE REFEREE: May 26, 1969, 

MR, GARTLIR: Then it is in evidence, 

THE REFEREE: Off the record, 

(Discussion off the record), 

THE REFEREE: Let the record indicate that 
Exhibit D introduced in evidence on May 26, 1969 
is a batch of receipts for books and records 
tucned over to the trustee in bankruptcy by the 
bankrupt, and they bear various signatures -- I 
don't know whether you want to go through them 
all -- but some receipts are signed by a represen- 


tative of Nachamie & Benjamin, some are signed by 


somebody from Levy, Levy & Ruback, some are signe 


by someone also from Barton Nachamie's office by 
the name of Fanny Roman, 
Does that identify them sufficiently? 
MR, GARTLIR: Yé€S8, 
THE REFEREE: Very well. 
BY MR. GARTLIR: 
Q I take it, Mr. Martin, that is the records, 


the total sum of the records that were turned over 
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2 pursuant to the signed receipts? 
3 A As far as I know, yes, 
“ 4 Q Are there any other records of any kind whic 
5 you have and which you have not turned over to the 
| trustee's counsel or to the accountant? 
"| A There are not, 
‘| Q What was the disposition of the records of 
— "| Robert A, Martin Associates, Inc.? 
| 0 A Those records were also delivered to the trustee. 
| 1 | Q Do you know when and where the Robert A. 
i | : Martin Associates records were turned over to the truste 
| a. or his representative? 
“| A I believe they were turned over in two ways: 
| 15 | (1) a substantial amount of the books were delivered 
| 16 | directly from the Hahn Warehouse and I believe there is 
i 17 a receipt in the receipts that were referred to that are 
| | 18 in evidence, signed by Andrew Kuchinsky in which he 
| a4 delivered three ledger books, general ledger hooks, to 
f ae | the trustee, 
| a 21 MR, “ARTLIR: May the record indicate that 
22 the witness is referring to a hand-written receipt 
1 = 23 | which is attached to and is part of Exhibit D, 
| 24 || which waa just referred to as being in evidence, 


(continuing) <-- Excuse me, with reference to the 
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last question, in addition other books and records of 
Robert A. Martin Associates, Inc. were delivered, I think, 
from the Attorney General's Office,and I believe there 

is a receipt for those in the record, 

Q Now, Mr. Martin, you have referred to two 
other records in your testimony relating to a company 
called Tracon and relating to a company called Century, 
Were these companies with whom you did business? 


A Yes, 


Q And before you answer the rest of my questio.ss, 


how substantial was the business which you engaged in 
with Tracon and Century during these years having in 
mind the total nature and extent of your bre*iness acti- 
vities on behalf of your company? 

MR, RUBACK: Object. That calls for a 
conclusion, 

THE REYEREE: Yes, 

MR. GARTLIR: I will rephrase it. 

THE REFEREE: I would like you to rephrase 
it. How spibstantial -- what is substantial to 
one man may be insubstantial to another. 

MR, GARTLIR: I said, having in mind the 
total sum of the business, 


Q What percentage would you say of your busin¢ss 
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activities during those years was conducted with these 


two companies? 


THE REFEREE: That's a fair question, 


A To the best of my knowledge, with reference to my 
trading activities, almost all of these trading activitie 
were cleared through either Century Industries, Inc, or 
Tracon Corp, Inc., and in addition a portion, a smaller 
portion of the interim finance loan business conducted on 
behalf of Robert A, Martin Associates, Inc. the under- 
writing department, was conducted also through these two 
corporations, 

Q In effect they were the principal companies 
with which you did business? 
A Yes, There were none larger in the aggregate and 
represented almost all of my transactions, 

Q In fact they were the largest wreditors who 
filed claims in this bankruptcy? 
A I think their claims equal almost 70% of all the 
claims to date, 

Q Now, I would like you to tell the Court <-- 
I don't think we have gone into it -- exactly what your 
transactions were with these companies, you personally, 


during this period, 


What was the nature of your business activities 
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with them? 
A Both of these corporations advanced moneys for the 
purchase of securities carried for the account of Robert 
A. Martin, and from time to time advanced moneys to me 
to loan to other corporations that might go public in 
the future through Robert A, Martin Associates, Inc, 

There were interest charges for these advances of 
money, and all the security transactions were cleared 
through the banks that represented these two corporations. 

Q What records of the transactions with Tracon 
and Century were maintained during that period? What 
financial records, what documents? 
A By them or by myself? 

Q I will ask you first by you and then by the 
A I kept a bound folder with reference to the Tracon 
Corp, which was a recapitulation with an explanation on 
numbered in order of tines sequence, showing debits and 
credits to the account of Robert A,Martin for moneys 
advanced or received on his behalf,and for what reason 
these moneys were advanced or received, 


Q And what records did Tracon Corp. keep, to 


your knowledge? 


A To my knowledge certainly Catury and most positively 


also, Tracon Corp, -- Century was a public company Listed 
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on the New York Stock Exchange, kept full sets of ledger 
books, general ledgers, disbursewent books, 
THE REFEREE: What was his interest in those 
two corporations? 
Q What was your interest in those two corpora- 
tions, if any? 
A I had no financial interest in them, They nerely 


were in effect banking all of my transactions and, 


therefore, the activities of those corporations as per- 


tained to me reflected my entire economic life during 
that period, 
THE REFEREE: How does he know what books 
and records they kept? 
Q How do you know what books and records they 
kept? 
THE REFEREE: Besides that, I don't think 
it is important as to what books a creditor keeps. 
That doesn't help you at ail, You have got to 
keep books and records, 
The cases clearly hold that you can't 
establish that you kept the books and recorde 
by showing that you can prove your transactions 
through the books of your creditors. So I dont 


think it is important. 
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MR, GARTLIR: May I address myself to that? 

THE REFEREE: You go ahead, I just want you 
to know how I feel about it, 

MR, GARTLIR: I know how you feel, I though 
I could be heard because you made the comment. 

If you’ want me to proceed I will. Which will it be?- 

THE REFEREE: You proceed, 

Off the record. 

(Discussion off the record). 
(Recess taken at 11:40 A,M,, and hearing 
resumed at 11:45 A.M.). 
DIRECT EXAMINATION BY MR, GARTLIR (Continued) : 

THE REFEREE: Mr. Martin, will you explain 
to me again in simple terms because I have never 
been in the brokerage field, your relationship to 
the Martin Company which I understand was a 
broker sort of, and your relationship to the two 
other corporations who I gather were your bankers 
who did your financing, Suppose you clarify that 
for me. 

THE WITNESS: In this instance Robert &- 
Martin Associates, Inc, might be thought of as an 
other brekerage firm, not comparable in size to 


a Bache or Merrill, Lynch, as a broker-dealer, 
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an4 while being a principal stockholder and an 
officer of that corporation, while transacting 
securities trades for my own personal account, 
Robert A, Martin, I often used Robert A, Martin 
Associates, Inc, as my broker, the same as the 
president of Merrill, Lynch might conduct trades 
for his personal account through Merrill, Lynch, 
In addition, the other two corporations 
referred to were advancing moneys to me to carry 


securities very much the way brokers advance money 


These brokers at that time were exempt from 
regulation T and could make larger advances of 
money than brokers, 
BY MR. GARTLIR: 

Q Is it fair to say that Tracon and Century 
were your bankers? 
A In effect, yes. 

THE REFEREE: That's what I called them, 

Q Now, coming back to the records which is 
really the purpose of this inquiry, the background, 
I refer to specifically now to what you have referred 
te as debtt and credit memos, Mr.Martin, which you kept 


never mind what Tracon kept on its books, Was there a 


on margin to carry securities, 
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debit and credit memo for each transaction with Tracon? 
A Yes, there was, 

Q And Century? 
A With Century there was, The difficult was that 
with Century, as happens with creditors who wind up 
being creditors in which their loans are in default, I 
had difficulty in getting them to deliver to me the 
debit and credit memos that were prepared on my behalf, 

Q Now, Century, do you have all the debit and 
credit memos in your possession? 
A Tracon, 

Q Yes, Tracon; I am sorry. 

Yes; they were all delivered to the trustee, 

Q And what form did they take? 
A They were in a kind of bound together -- in 
numerical order, each ticket was numbered and clearly 
typed, and reflected every transaction between myself 
and Tracon Corp. from the very first day of business to 
the last, 

Q Did that present a complete record? 
A That presented a complete record, and I would go 


so far as to say from those debit and credit memos a 


complete -- a ledger book could be compiled, or it coul 


even be the basis of their ledger book. It was quite 
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detailed, 

Q But you didn't maintain a ledger book on 
that, did you? 

No, I did not, 

MR, RUBACK: What was the question? You 

did not maintain -- 

MR, GARTLIR: He didn't maintain a ledger 
book. 

THE REFEREE: Actually he doesn't have to. 

MR, GARTLIR: Exactly. 

Q Did you heer Mr, Lautt testify ow this 
pari:icular subject about his analysis? 
A Yes, I did, 

Q And correct me if I am wrong, did you hear 
him say that he glanced at the credit and debit memos 
but he didn't exa ine them thoroughly? 

A He said, "from time to time I glanced through thea, 
I wasn't too interested in them," 
THE KEFEREE: That is what he said, 
THE WITNESS: Isn't that right? 
THE REFEREE: That is what it is. 
Q You testified that you turned over all the 


records of Robert A. Martin Associates, Inc, to the 


trustee and his representative, How did chat «cme about? 
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Did he ask for them? Did you volunteer them? Why did 
you do that? 

A I turned over those records for two reasons; 
first, since I had conducted a substantial amount of 
business personally, Robert A, Martin through Robert A. 
Martin Associates, inc., first in théir capacity as 
acting as a broker for me, in which the general ledger 
would show all the purchases and sales that I made, and 
(2), inasmuch as I lent money on a subordinated basis 


to the corporation over a period of time the general 


ledgers reflected moneys and interest payments both ~ 


me and to me to th corporation during the years that 
they were active, 

Second, it was my belief that since Robert A, 
Martin Associates, Jic. represented the largest single 
asset that I had, that the trustee would be interested t 
know how it was that this asset became worthless. 

Q Did it become worthless? 

A Yes, it did, and in delivering those books and 
records they would have been able to see the whole financial 
history of the demise of my one single largest asset, 

Q Did you ever have a conversation with the 


trustee or his representative in which you volunteered 


to go over the Robert A.Martin Associates books with them? 
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A I did on several occasions, and in addition, in 
the rrceipts that are offered in evidence here, is a 
letter addressed by me to the trustee reitersting a tele 
phone offer I had made to him to be available at any 
time to explain any item of any kind,including the books 
of Robert A, Martin Associates, Inc.and of my own, 

Q Was such a conference ever held? 

A There never was a single conference between myself 
the trustee, or the trustee's accountant ox counsel 
concerning my books and records or financial activity. 

Q Are you saying that nobody ever asked you a 
question about your personal records or the records of 
the corporation? 

A Never once in the entire time since I filed my 
- petition, on no occasion, either by telephone or in 
person, 

Q Mr, Martin, there has been put in evidence 
here a whole series of work sheets which is really the 
sum and substance, as I understand it, and I have colore 
the question a little bit to make you understand it, 
of the accountant’s work in this case, Mr. Lautt; you 
recall that, don't you? ; 

A Yes, I do, 


Q These sheets are marked in evidence? 


214a 
Martin - direct 


Yes,they are, 
3 Q And just again by way of expediting your 

testimony, I think it is fair to say the sum and substance! 
of what has been said by Mr, Lautt in his testimony based 


on these work sheets, is that he made a tabulation of 


checks, a series of checks running through a whole period 
of years, for which he is unable to determine or was unabl 
to determine the nature and purpose -- I think those were 
the words that were used, the nature and purpose of these 
checks -- you heard that evidence, didn't you? 
That is correct. 


Q 


you have just testified, a moment ago, that you were never 


Now, these exhibits are here in Court, and 


asked to, or inquired about any of these transactions 


represented by these checks. 
17 I am cates to show you this list which is Exhibit -- 
for the record it is marked Exhibit A in evidence, and 
this first sheet purports to be a recapitulaticn of checks 
drawn on Kings County Trust Company and the Hanover Bank, 


and I want you to look at that exhibit -- 


22 THE REFEREE: There are three exhibits, 
23 A, B, and C, 
24 | | MR, GARELIR: I am referring now to A, and 


I am referring to the top sheet and the list of 
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checks shown with the amounts,and so on, 

Q I am now asking you,Mr.Martin, whether you 
can tell this Court the purpose and nature of those 
checks, 

First answer the question before you do, can you? 
A On almost all of these checks I can identify the 
purpose and nature, and on the few that I can't I can at 


least make reference to where in wy personal records or 


the records of Robert A, Martin Associates, Inc. you can 


find the purpose and nature of these checks, 

Q Now, these are all personal checks, aren't 
they? 
A Yes, that is correct, 

Q Drawn on your personal account? 

Correct. 

Q And your personal check book? 

Correct. 

Q And there were vouchers and checks for each 
one of them? 
A Correct. 

Q Before you do so I am going to ask you anothe 
peeaehnn. You heard Mr, Lautt testify that for many of 


the checks there was an inscription on the check itself. 


Did you hear that testimony? 
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Yes, I did, 
Q Indicating the purpose? 
Yes, I did, 


Q How did that get on there, by the way? 


A Those were marked by me at the request of my account- 


ant who was preparing my income tax returns to try to 
make some notation for his benefit on the check why the 
check was made out and for what nature and purpose, 

Q I would like you now to take a look at that 
list, and I would like you to tell the Referee the nature 
and purpose of the checks drawn on the list at this point 
A The first name that is here is Oppenheimer & Co. 
Oppenheimer & Co, are members of the New York Stock 
Exchange, and this check was written for the purchase of 
securities, and can be identified by taking the month end 
statement of that check date and/or the purchase slip fro 
the records turned over to the trustee, 

Q Just a moment, Mr. Martin, You don't keep a 
personal ledger of the purchase of securities, do you? 

4 No. 

Q You don't keep a ledger? 

No, 

Q You don't keep a book? 


No. 
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Q You don't keep a bound record of your pur- 
chase of securities? 
A No. 
Q And you say this check represents a purchase 
of securities? 
A Correct, 
Q What was the other document to which you 
referred from which the purpose and nature could be 


determined in terms of the exact transacticn? 


A The purchase slip. 


over? 


A It is part of the records turned over, 


Q Would it also be in a brokerage statement, 


month end, so to speak? 
A Yes, 

Q Go ahead, 
A Ted Baron was a public relations man for Robert A 
Martin Associates, Inc, and for myself. He was under 
retainer agreement, The letter agreement with Ted 
Baron would be in the correspondence file of Robert A. 


Martin Associates, Inc, 


Q Where is that purchase slip? 
In she trustee's possession, 
Q Is it part of the records tnat were turned 
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Philip Sherman is a «« 

Q Might there also be a bill? 
A I don't think so, £ think ke was on a monthly 
basis of $700 a month, 

Q This check -- 
A This check and there should be other checks as we 
go through the list, to him, 

Philip Sherman $800, was a personal loan, He was 

employee of Robert A. Martin Associates, Inc. 
Q Any other record of that? 
I don't think so, 


Joseph Tillinger is a shirt maker who made shirts, 


is located on West 72nd Street in New York, 


Q Shirts for whom? 

For me personally. 

Q Where are the stubs for these checks? Where 
is the book that these checks came out of, if there was 
a book? 

A The -- 

Q Incidentally, was there a book? 
A tes, 

% A check 

A check book, 

Q A bound check book? 
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A bound check book, 
Q Your personal check book? 
Right, 
Q Where are the stubs? 
‘61 

A During 1960/ '62 and maybe part of '63, a few 
months, the check book was kept for me by an employee 
of Robert A, Martin Associates, Inc., and to the best of 
my knowledge the stub books were shipped with the books 
of Robert A. Martin Associates,Inc. to the Hahn Warehouse, 
and apparently according to the trustee, what he receive 
from the Hahn Warehouse -- he did not find the stub 
books. They were either lost or sent astray in some way 

Q So that the record {s clear, so far as you 
know you don't know the disposition of the stubs or the 
check books themselves as to which some testimony has 
been given, is that right? 
A That is correct, 

Q That is a fair statement? 

Yes, 

Fred Senk was a margin clerk for Robert A,Martin 
Associates, Inc, and a check here for $689, and another 
check for $495.40 represented work that Mr. Senk did for | 


me personally, overtime work in compiling the records of 


Tracon Corp. and in handling deliveries of securities 


220a 
Martin < direct 


for me, and letters of instruction, 

Q So there is no understanding as I interrupt 
you, you are not testifying solely on the basis of 
memory, Mr. Martin, and by that I mean there are other 
papers you say that support these checks, whether it is 
an agreement or a contract or a bill from a shirtmakec¢ 
and the like, is that correct? 

A good deal of them, Of course, not on every 
single check, Some are from memory and I am sure as I 


go down. here there will be one or two items of great 


significance that I will simply not remember, but I think 


on the greater portion of these checks they are identifiable 
first,directly by me from memory, and second, with some 
other secondary source of identification, 

0 And with respect, for example, to the checks 
which are in large substantiai amounts, and I am not 
referring now to a shirtmaker of $50; for example, 
Abraham Bros., what is the amount of the check? 

A $37,520,30. 

Q Who is Abraham Bros,? 

A It should be Abraham & Co. actually. They are 
members of the New York Stock Exchange and brokers whom 
I dealt through. 


Q And would there be an auxiliary record? 
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Purchase and sale confirmations and monthly state- 


Q And let us take another substantial payment, 
just by way of example, if I may. Here, for example, 
refer to this check if you will. 

A (Witness examines same), Check to Robert A.Martin 
Associates, Inc. for $23,399.59, and another heck for 
$75,598.40. 

Q On two different banks? 

A On two different banks, These checks would be 
reflected either as a purchase of securities in the 
customers’ ledger of Robert A.Martin Associates, Inc., or 
could possibly be advances of money which would be 
reflected in the subordinated loan account of Robert A. 
Martin with Robert A. Martin Associates, Inc. 


Q You don't have any other record of that? 


A No, but I relied on the general ledger of Robert A. 


Martin Associates, Inc, and ny own record if there was a 
stock purchase of the purchase confirmation, 

Q Would the general ledger of Robert A.Martin 
Associates, Inc. reflect all of these checks and these 
transactions between you and Robert A. Martin Associates, 
Inc,? 


A Every single one, 
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Q Did you ever have occasion to have a conver- 


sation with the trustee or any of his representatives 


regarding that particular subject, namely, your trans- 
actions between Robert A, Martin and Robert A, Martin 
Associates, Inc,? 

A None whatsoever, 

Q At the time when your income tax returns were 
prepared for each of the years in question, 1960 and 
succeeding years as incorporated in this exhibit, what 
records did you have or make available to your accountant 
for the purpose of preparing your income tax returns for 
those years? 

A The records that were made available to my account 
ant were simply the same records that were given to the 
trustee, namely, cancelled checks, purchase and sale 
confirmations from brokerage firms, photostats of the 
ledger sheets of Robert A.Martin Associates, Inc. 
representing my purchases and sales with the corporation, 
and such ledger sheets also, a photostat, was delivered 
to the trustee, and in addition my accountants wrote to 
Century and Tracon Corp. at the end of each year, or near 
the end of each year, requesting certain information 
regarding interest charges, service charges, and other 


factors which were required and were used to compile the 
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returns, 


3 || Q Did you have occasion during those years to 


make a statement, financial statement, for any financial 


institution or any other company? 


6 A I never had a financial statement prepared «* such, 


a balance sheet of any kind, I did answer financia: 


questionnaires and applications for loans during 1964 or 


'5, or perhaps later, 


Q 


ore of his representatives to identify any of these check 


And were you ever asked by the trustee or any 


to which you just referred? 


A 


Never. 


which you put on file in this Court there is a reference 


Q Now, in your petition and other documents 
| 


to assets, is there not? 


& Yes, I had substantial assets, 


Q Well, what assets, Mr. Martin, are you re- 


srving to? 


A Securities, notes receivable that were pledged with 


creditors. 


Ae = ht met senate 


to those, is that what you are saying? 


24 A I believe there is a schedule in the original filing 


the petition, 


| 
| 
| 
22 Q And there is reference made in these papers 
| 
! 
| 
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Q Was an inquiry ever made of 1 or your 
records concerning the existence of these assets, or 
their whereabouts, their collectibility and the possibility 
of reducing them to an estate? 

A No inquiry was ever made to me concerning my assets 

Q You were examined here, were you not, 
extensively in 2la proceedings in this Court? 

A That is correct, 

Q And during all of these proceedings were any 
questions or any inquiries ever made of you regarding 
the whereabouts, the existence of these assets? 


A The only indirect inquiry during the examinations 


was made by Mr. Ruback when he made inquiry about moneys 


advanced to Artia-Parliament Industries, Inc, and Ameril 
Drug Co,, the nature and purpose of Mr. Ruback's inquiry, 
however, to the best of my recollection,were not related 
to the realization of those assets but pertained more to 
my activities in relation to the transactions involved 
at that time, 

Q Well, you testified a few minutes ago that 
the substantial asset which you owned was Robert A. 
Martin Associates, Inc,, the corporation; isn't that true? 
A That is correct, 


Q You owned what, 80% of it? 
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80% of the stock of the company, 

Q How did the loss occur in Robert A. Martin 
Associates, Inc,? 

A Robert A. Martin Associates, Inc. lost approximatel 
between 750 thousand and 900 thousand during late 1961 an 
early 1962 in three specific areas. 

The first was the market break of May, 1961 which 
greatly reduced the value of securities carried by the 
corporation, 

The second, the loss through expense in preparation 
of several million dollars of underwriting which could 
not be sold; and 

Third, when income finance advances made mostly by 
myself and the corporation became relatively worthless, 
it was necessary for me to take whatever subordinated 
moneys I had in the corporation and repay es many of thos¢ 
loans as possible, until the corporation didn't have 


adequate capital to continue, and I did not have adequate 


capital to furnish for the corporation to continue, 


Q Are you saying then that Robert A. Martin 
Associates, Inc, liquidated its debts? 
A Robert A. Martin Associates, Inc. liquidated all 
debts to customers and brokers, and the only debts that 


Robert A. Martin Associates had which remained unpaid 


226a 
Martin - direct 
were some very small debts to trade creditors, 
Q And then the net effect, if I am giving you 
the history of that: series of events, produced your own 
personal bankruptcy? 
A That is correct, 

May I add one thing that I had forgotten -- 
during this period, of course, with the diminishing inco 
avai:...le to the corporation from underwriting activities 
and from commissions income, the corporation, of course, 
for a period of time, wisely or unwisely, continued to 
maintain a fairly high overhead in relation to employees 
that could nut be let go that easily, and fixed overhead 
such as rent, 

MR, CARTLIR: I would like to stop at this 
time for a moment, 


THE REFEREE: I think we will suspend until 


(Witness temporarily excused). 


(Recess taken at 12:15 P.M., and hearing 
resumed et 2:00 P.M.). 
THE REFEREE: Off the record, 
(Discussion off the record). 
THE REFEREE: Are you completed with your 


examination? 
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MR. GARTLIR: For the moment. 


3 THE REFEREE: Have you completed? 


4 MR, GARTLIR: Yes, I may have redirect. 


5 THE REFEREE: All right. 


6 ROBERT A. HART - UR, recalled as a witness 


having been previously duly sworn by the Referee, 


resumed the stand and testified further as follows: 


CROSS EXAMINATION BY MR, RUBACK: 


Q 


stockholder of Robert A. Martin Associates, Inc.; is that 


Mr, Martin, you stated that you were the chief 


correct? 


13 A I owned 80% of the stock, that is correct, 


I would like to have clarified, during what 


Q 


period of time were you associated with Robert A. Martin 


_— | Associates, Inc.? 


17 A Approximately from 1960 to the conclusion of busines 


18 which is a hard date, but I would Say some time in late 


or early ‘63. 


Q 1963? 


A Given degrees, you know, the amount of activity as a 


thriving corporation only until about "62, 


Q So in 1962 Robert A. Martin Associates, Inc. 


went out of business? 


Ceased to do business with the public. 
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Q Did it do business with anyone? 
A Just basically in liquidating its affairs and per- 
haps concluding some business transactions. I couldn't 
recall. 

Q Did it buy securities? 

I don't believe so. 

Q Did it borrow moneys? 

It may have made some stall loans; I don't know. 


Q Well, you were the principal stockholder and 


chief executive officer, and would you not know whether 


they borrowed moneys? 


A As I said, I would state, number 1, probably not, 
and if they did it was some very insigificant amount 
during the liquidation, but I don't know. 


Q And that liquidation started when? 


—<_<_—_=_—=—=—=—=—[—*—[—[_—<_—[_—[_—[_{_£_£_ ££ { {— $— $_ $_—$_$_=__== 


Late 1962 or early ‘63. 


Q So that in 1963 certainly they didn't borrow 


any considerable amounts of money, is that a fact? 
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A That is a fact. 


Q Please, I did not hear you. 


That is a fact. 
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books and records of Robert A. Martin Associates, nc. 


concerning any loans; is that a fact? 


4 


\ 
} 


pre 


we 


oO 


| 
| 


i 


229a 
Martin - cross ae 
A That may not be a fact. 
Q Did it make any entries concerning loans? 
A It very possibly may have made entries concerning 


a repayment of subordinated loans -- 
Q Your memory was rather excellent this morn- 


ing -- 
THE REFEREE: Don't scold him, Just ask 
questions. 
MR, GARTLIR: And let him finish his answer. 
MR, RUBACK: I withdraw, your Honor. I 
apologize. 
A Would you like to read the question back? 
THE REFEREE: Go ahead, 
Q I will repeat it. 
A Thank you. 
Q Do you recall at this time whether any loans 
were reflected in the books and records of Robert A. 
Martin Associates, Inc. during the year 19637? 
were loan entries made 


A Do you mean whether there 


during that year? 
Q Yes. 


A To the ledger books or were there loans outstandin 


in previous ledger sections? 


Q I mean, do the books reflect any loans being 
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A I don't believe so. 


Q Is it a fact, therefore, that Robert A.Martin 


Associates, Inc. did not borrow any moneys during the 
year 1963? 
A Probably not, 


Q And did they borrow any moneys in 1964? 


No, not that I recall. 
& Did you borrow any moneys on behalf of that 
corporation? 
MR, GARTLIR: Fix the time, please. 
Q During 1963. 
A Yes, some of the loans that I made personally 
during 1963, and even late 1962, were used to nelp pay 
employees of the corporation, and to meet some of the 
corporation's expenses personally. 
Q You borrowed moneys for the purpose of help- 
ing the corporation, is that a fact? 
Was it for the corporation? 
Some of the loans may have been for the corporation, 
Q How many loans were for the corporation? 
I would not be able to say that, 
Q Do you know from whom you borrowed moneys 


for the corporation? 
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I will repeat again, and maybe this will clarify it 
for you. Some of the loans that I made during 1963, 
proceeds of those loans were used partly to defer my own 
personal living expenses, and some of them may have gone 
to pay for personnel, employees, perhaps some past due 
bills, for the corporation. 


Q So they were for the corporation, correct? 


Q And you were lending the money to the corpora 
tion, is that right? 
A That is correct. 

Q In other words, you borrowed money from Mr.X, 


for example, and in turn loaned it to the corporation? 


A I don't even want to necessarily say loaned. I 


advanced the money. It was not & formal thing. 


Q As an investment? 
A Mr. Ruback, I had had a lot of people that worked 
with me four or five years that were in a similar condition 
that I was; they were bookkeepers and they were poor 
people, and they were trying to wind up the affairs of 
the corperation, and they had to get paid, From time to 
time some of the loans I made were used to help pay these 
people. 


Q Now, Mr. Martin, some months ago you testifie 
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that you had a degree in the field of business? 
A A degree? 

Q From a college, 

I have no degrees. 

Q No degrees? 


No. 


Q Did you take business courses? 


No, I never took business courses, 

Q How long have you been a business man? 

By my definition? ‘ 

Q By your definition, 

I guess I transacted business since 1960. 

Q Do you know the difference between a loan 
and an investment? 
A I think at times they can be the same thing. 


Q Be the same? 


Q When you advanced moneys during 1963 to 
Robert A. Martin Associates, Inc, did you advance it as 
a loan or as an investment? 

A I don't think I stopped to make that judgment as 


a business man, I simply was trying to pay some employees 


who needed money for their families, who helped us wind 


| 
up the corporation. I don't think I had an expectation | 
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of either where I would recover the money from, whether I 
would charge these people interest, or get notes from 
them, I was just doing something that I felt morally 
obligated to do. 

Q Incidentally, did you reflect that in the book 
of Robert A. Martin Associates, Inc.? 

As moneys advanced? 

Q As moneys advanced, 

I would have to look at the books to check whether 
that was entered that way. 

Q What does your memory tell you at this time? 
A I want you to be aware that I did not post in the 
accounting sense to those ledgers. The bookkeepers were 
doing that. If I looked at the ledgers I could determine 
if they credited me with those advances, 

Q I see, Well, prior to your filing your 
petition in bankruptcy did you try to ascertain whether or 
not Robert A, Martin Associates, Inc. owed you any money? 
A Yes. 

Q Did you? 


A That matter was discussed extensively with my first 


attorney, and the amounts of money due back and forth 
between the subordineted loans, moneys I advanced, moneys 


which I had borrowed from the corporation, were offset 
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within an infinicesimal amount of money. 

Q They were offset? 
A They were offset, 

Q And were there records which Mr. Kuchinsky -- 
he was your former attorney, was he not? 
A That is correct. 

Q Were there records which Mr, Kuchinsky examin 
to determine the nature of the offset? 
A This information was supplied to us by Biller & 


Snyder, the auditors. 


Q Biller & Snyder the auditors? 
A Correct. 
Q Your auditors? 
A Auditors for Robert A. Martin Associates. 
Q And did they examine any records, to your 


knowledge, to determine whether or not they were offset? 
A They had full possession and had audited the books 
and the ledgers of Robert A. Martin Associates, Inc., 
filed the final return, and the question arose as between 
the advances made by Robert A. Martin and the moneys he 
had borrowed from the corporation, and moneys that had 
been paid either on his behalf and vice versa, that the 
balance was in balance, 


Q Who in the Biller firm were you dealing with? 
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Mr. Lampal. 

Q And was he the gentleman who filed the final 
returns? 

The firm did. I don't know if he did, 

Q When were those final returns filed? 


1963. 


Q 1963 the final returns were filed? 


Correct, 

Q When in 1963? 

I don't know the exact month, 

Q During the first half or the second half of 
the year? 
A I would be guessing but I would say the first half, 


Q The first half? 


Q Incidentally, was Robert A. Martin Associate 
on a calendar or fiscal year basis? 
A They were on a calendar year basis. 

Q Therefore, was this return being filed for 
che calendar year 19627 
A That's correct. 

Q Do I therefore understand from that answer 
that they did no business in 1963? 


MR. GARTLIR:Well, I don't think that's the 
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purpose -- 
MR, RUBACK: This is cross-examination, 
I want to know what his knowledge shows, 
A I would say that Robert A,Martin Associates had no 
net income during the year 1963 and therefore were not 
required to file a return. 
Q When you say a final return does that indi- 


cate they were out of business or were no longer doing 


business? 
A Out of business, 
Q Out of business? 
A Yes. 
Q So they would have no necessity to borrow 


any money, is that not correct? 
A Except for advances to help the people complete 
the liquidation of a stock brokerage firm that had over 
5 thousand accounts, and as you know from other firms 
that have encountered difficulties in recent years, 
these liquidations don't wind up on the dot. 

Q Can you recall the date or amount of any 
one advance during the year 19637 
A By the corporation? 


Q By the corporation, and from whom. 


| A The corporation was advanced moneys in effect as 
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I previously testified, by myself. 
Q As a loan? 
I think I testified to that, over and over again. 
Q Were you a creditor of Robert A.Martin 
Associates, Inc.? 
A During what period? 


Q In the year 1963. 


During 1963? 

Q Yes. 

A net creditor or 4 creditor? 

Q A creditor. 
A During 1963 I advanced moneys on behalf of the 
corporation, as I previously testified, During prior 
years the corporation may have advanced moneys to me. 


Q How much did you advance to the corporation 


either by way of loans or by way of investments during 


1963? 


MR, CARTLIR: Just & moment, I think the 
witness was in the middle of completing the answer 
when counsel puts the next question. 

THE REFEREE: Please let him finish the 
answers. 

MR, RUBACK: I am SOrrye I will repeat 


the question. 
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MR, GARTLIR: I think he should be given 
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2 

3 the opportunity to give a full answer, If ic is 
. 4 not full you can explore it further. 

5 | MR, RUBACK: I am sorry. 

6 | q How much -- 

7 A Can I complete the answer? I didn't finish the 

| other question. 

9 Q All right. 

10 A In respect of the moneys I advanced if taken in as 


of themselves, I was a creditor of Robert A.Martin 


Associates, Inc. 


: If one took the view and said, yes, he advanced 
| moneys but he owes at least that mich money to the 
| 


al 
15 corporation, then you might not say he is a net creditor 
16 | and it is just by way of definition, 
w There were transactions back and forth that during 
| the corporation's lifetime are reflected under the 
a sehordinaced loan account, ledger sheet of the general 
2 Ledger, and the personal account of Robert A. Martin 

“ a | Associates, Inc. showing debits and credits and exchanges 


and advances back and forth between myself and the 


corporation, 


Q Are you finished now with that answer? 


Yes, 
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Q How much, sir, did you give to the corporatio 
either by way of loan or investment during the year 19637 
I could not say without checking the books of 
Robert A. Martin Associates, Inc., not accurately. 

Q Were these loans or investments during the 
year 1963 made by check or by cash? 
A I would say almost all of them were made by check. 

Q By check to Pobert A. Martin Associates,Inc.? 
A Some of the checks were made to Robert A,Martin 
Associates, Inc, but the corporation had difficulty in 
being able to maintain checking accounts, and in that 


respect I paid many of their obligations directly from 


my own checking account, and they are reflected by the 


checks delivered to the trustee. 

Q And to that extent you became either a loan 
creditor of Robert A. Martin Associates, Inc. or would 
reflect further investment in that concern; is that a 
fact? 

A Or a third possibility, these advances helped to 
reduce the indebtedness that I already had to the 
corporation, 

Q Now, let's take the first possibility. You 


said that Mr, Biller's firm made an analysis; is that 


correct? 
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The firm is Biller & Snyder. 

Q Did they make an analysis of your debits or 
credits with Robert A. Martin Associates, Inc,? 

They referrcito the general ledgers and just 


looked at them, 


Q Did they make a written analysis? 


I don't know. 
Q Did they give you any written analysis? 
A I believe they gave a letter to my attorney. 


I can't even say that for sure. It may have been a phone| 


call, I don't know. | 


Q How wich did they tell you was due from 
either you to Robert A. Martin Associates, Ine. or from 
Robert A. Martin Associates, Inc. to you, as of the date 
you filed the petition in bankruptcy? 

A My recollection was that the difference between th 
advances made to me and by me generally offset each other. 


Q By generally you mean what, within $5, $100 


or $1,000? 

A An insubstantial amount. 
Q In what? 
_Insubstantial. 


Q What do you consider to be insubstantial? 


Possibly a few hundred dollars or less. 
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Q A few hundred? 
A (No response). 
Q Within what minimum or maximum range? 
A I don't know, Mr. Ruback, I would have to look at 


the general ledger. I really would, 

Q And if you looked at the general ledger of 
Robert A. Martin Associates, Inc. are you stating that 
you will be able to tell exactly how much is due either 
to you from the corporation, or from you to that corpora- 
tion? 

A It is my belief that if we did that we would find 


in the corporation's books amounts due and owing from 


Robert A, Martin to the corporation, and in order to 


complete our analysis we would have to compile checks 
advanced by me on behalf of the corporation from the 
period of 1963, possibly iate 1962 on, and reconcile the 


balance berween those advances and the moneys owed by me 


to the corporation. 


Q Is thet a belief or a certainty? 
A That is just my opinion in answering your question 
Q Now, was Robert A. Martin Associates, Inc. 


an investment of yours as an 807% stockholder? 
A Yes. 


Q Incidentally, on direct examination this 
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morning you testified that you had substantial assets 


3 which were reflected in the schedules, and which neither 


4 the trustee nor the attorney for the trustee attempted t 


collect; is that a fact? 
Generally, yes, 


Q 


What were your assets at the time of the filing of 


Generally, yes, 


the petition in bankruptcy? 


| A If you will give me a copy of the petition I will 


read that to you, 


12 MR, RUBACK: I will be glad to, 


GARTLIR: 


I have it. 


REFEREE: What is that? 


MR. GARTLIR: I asked for the original file. 


What are you loo!“ng for? 


17 | MR, RUBACK: ‘he schedules in bankruptcy, 


your Honor. 


MR, GARTLIR: I asked the clerk's office to 


have the file here, 


~ 21 | MR, RUBACK: I have a copy and you can use 


it for the moment. 


I remember there was an amend- 


MR, GARTLIR: 


25 | MR, RUBACK: You mean, the Statement of 
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Affairs. 
MR, GARTLIR: The petition was not amended, 
was it? 
MR, RUBACK: No. 
BY MR, RUBACK: 
Q Sir, what were your assets as of the date of 
the filing of the petition in bankruptcy? 


A Do you want me to read them all? It is quite a 


long list. 

Q Is it? 

It is quite long. It covers several pages. 

Q Your assets? 

My assets, There is one page here -- 

Q Sir, I am not referring to debts. I an 
referring to assets. 


A With deference to you, Mr. Ruback, this is a 


| 
| 
t 
t 
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schedule called Schedule A-2 which lists creditors and 
assets held by those creditors, These are my assets 


against these debts -- creditors holding security, 


Schedule A-2. 
THE REFEREE: Let me see it. 
(Schedules handed to the Referee). 
THE REFEREE: Do you see what he means? 


MR, RUBACK: Yes. 
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THE REFEREE: He is talking about creditors 
holding security and those securities he says are 
his assets, 

Did he list them separately? 

MR. RUBACK: No, sir. 

THE WITNESS: There is another schedule of 
assets not held by creditors. 

MR, GARTLIR: I would like the answer to 
the question in the record, © 

THE WITNESS: Do you want me to give a brief 
description of these schedules? 

MR, GARTLIR: There is a pending question 
which ~E would like the answer to. 

MR, RUBACK: He can answer. 


THE WITNESS: Schedule A-2 from the petition 


lists 37,000 shares of various stock issues valued 


at $58,000. 

In addition, it lists two corporate promisso 
notes in the aggregate amount of $75,000. 

In part 2 of Schedule A-2 there is listed 
20,500 shares of various securities having a value 
of approximately $300,000; corporate promissory 
note in the amount of $45,000; art work valued at 


$85,000; and a membership bond for $1,000, 
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Then on Schedule B-2 under "Personal Prop- 
erty" there is listed various notes receivable and 
personal debts in the aggregate amount of approx- 
{mately $33,000., and the work of art with a net 
value after pledge against it of $125. 

CROSS EXAMINATION BY MR, RUBACK (Continued); 

Q Mr. Martin, did you anywhere on this schedule 
list, in any of these schedules, list Robert A. Martin 
Assoctates, Inc. as indebted to you for any sum of money? 
A I don't believe so. 

Q Now, sir, you testified this morning that 
you were receiving salary from Robert A. Martin Associates, 
Inc.; is that a fact? 

A That is correct. 

Q During what years? 

A To the best of my recollection 1960, 1961 and part 
of 1962. 

Q How much did you receive in 1962? 

A I don't recall but my best recollection is it woul 
be a few thousand dollars. 

Q By a few you mean how much? 


Five or less. 


Q In 1962? 


Yes, 
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Q Did you receive any salary from Robert A. 
Martin Associates, Inc, during the year 1963? 

A I don't believe so but I am not positive. I would 
say no, to the best of my recollection, 

Q What salaries did you receive during the 
year 1964? 

A From Robert A. Martin Associates, Inc.? 

Q Yes. 

None. 

THE REFEREE: Weren't they wound up by 1964? 

THE WEFNESS: Yes. 

THE REFEREE: Was the corporation dissolved 
or is it just non-operative? 

THE WITNESS: Non-operative, 

THE REFEREE: Never went into bankruptcy or 
anything like that? 

THE WITNESS: No. 

BY MR. RUBACK: 

Q Did you not testify this morning that you 
were employed by Robert A. Martin Associates, Inc. durin 
the years 1961 through 1965? 

A I don't recall testifying in that manner, I believ 


the testimony was that I was employed by the corporation 


during its operative years, from 1960 until they wound 


~ 


io] 


eo 
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up their affairs in approximately 1962 to early 1963; 
that there was a period when I continued to assist the 
finalization of the corporation, and that some time 
during part of 1965 I attempted to engage in merger and 
acquisition business as a business broker, 

Q Was that the first time you attempted to 
engage as a business broker in 1965? 
A Other than in my activitie for -- 

Q Robert A. Martin Associates? 
A Possibly; I may have attempted to in '64, It is 


something I just can't pinpoint. I was struggling to mak 


a living. 
Q Were you engaged as a business broker in 1964 
A Depending on the definition of "business broker", 


of course it is possible, I was trying to make a living. 
I was trying to "introduce" people to other people, get 
finder's fees, rendering any services I could to make a 
living. 

Q As a matter of fact, you were engaged as a 
business broker from the year 1962, were you not? 
A I couldn't make a definition of that. 

Q Sir, do you recall testifying on February 1, 
1966? 


A No, I do not, 
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Mr. Ruback, I just want to say this if ic will 
clarify it for you: I testified very clearly as to what 
I was doing to the best of my recollection here, over and 
over again, I have outlined my general activities. 

I can't remember what I testified to in 1966, If you 
read it back to me I will try to refresh my recollection, 
and I will be glad to listen to it. 

Q sir, do you recall being asked the following 
questions and then giving the following answers: 

be Now, in your Statement of Affairs you 
state that you have been a business broker, is that 
correct? 

"A That is correct, 

"Q And you also state that you have been 
self employed as a business broker, is that correct 

"A That is correct. 

"Q How long have you been employed as a 
business broker? 
"A I would say approximately the end of 

1962, early 1963, and let's call it to 1964, 


"Q The end of '62 to early '64? 


"A To the middle, toward the end of 1964, a 


little over a year." 


Do you recall being asked those questions and 
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giving those answers? 
A I assume the transcript is correct, 

Q Were the answers which you gave at that time 
correct? 
A Those answers sound very consistent with what I 
just testified to today, give or take a time span. It 
seems to be a very candid disclosure to you of what I was 
doing at that time, 


Q So that if those answers were correct you 


were engaged as a broker in 1962? 


A In 1962 I was employed -- 
MR. GARTLIR: That is not his testimony, 


THE REFEREE: I don't think so either, 


I 
{ 
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MR. RUBACK: He was self employed. 
MR, GARTLIR: I am going to object. We had 


this read into the record once before on the prior 


Oe cee oom mag neem 


transcript. 

THE REFEREE: He is cross-examining and I 
will allow him to cross-examine, I don't want 
him to misquote, 


MR, GARTLIR: It says in this transcript 


"How long have you been employed as a business 


broker"? "A I would say approximately the 


end of 1962, early '63, let's call it, to '64" 
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referring now to his '66 testimony. 


3 MR, RUBACK: That's right. 


4 THE REFEREE: So his recollection then was, 


when he testified, it was early '63, and that is 


quite consistent with what he put in his Stetement 


of Affairs. 


MR, RUBACK: I am not denying that, your 


Honor, 


THE RFFEREE: Go ahead, 


BY MR. RUBACK: 


12 jj Q At any rate you were a business broker during 


13; the year 1963? 


14 A I want to cut off at one point before I would be 


This term "business broker” we are 


able to answer that. 


using is a term that I adepted as a layman and not as a 


professional adapter of names. 


THE REFEREE: Just tell us what you meant and 


what you mean by “business broker", 


20 | THE WITNESS: I was out trying to do business 


trying to earn fees, 


THE REFEREE: Doing what? 


23 || THE WITNESS: Introducing people to possible 


24 || mergers and acquisitions; introducing people for 


loan transactions; maybe evaluating 4 company for 
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some one, This kind of thing. Just trying to 
earn any kind of a fee I could for doing any kind 
of work. I was out in the world struggling. I had 
three children -- 

THE REFEREE: And pick up a finder's fee. 

THE WITNESS: And pick up a finder's fee 
where I could, from a position of -- 

THE REFEREE: All right, as a business broker 

THE WITNESS: I just want to make it clear. 
I had to pick a title for it. I was out trying 
to earn a fee wherever I could. 


BY MR, RUBACK: 
Q Mr. Martin, I show yor Exhibit A from which 


you testified this morning. Do you recall the same? 


A (Witness examines same). YeS. 


| 
| 
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THE REFEREE: What was Exhibit A? 


pee 
~) 


Hewes 


MR, GARTLIR: Recapitulation of checks. 


~~ 
oo 


THE WITNESS: Not identified as to nature an 


oe 
‘oO 


N 


ied 
oO 


purpose. 
Q Sir, you started your explanation with the 
third item, Oppenheimer & Co., 4s that correct? 


A Yes, that was the first item with a name on it. 


Q Now, sir, with respect to the very first 


eS 


item on that sheet, it speaks of $14,670. of cash checks 


ws 
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drawn on the Kings County Trust Company, 


Was any record made of those checks as to either 
nature or purpose? 
A There was no record of that insofar as the stub 
books are not available. Mr. Lautt, however, in his 
computations arrived at figures where these checks had 
been deposited as exchanges or transfers to others, other 
accounts, where he had eliminated many of them I don't 


know to what extent, 


Q Sir, never mind what Mr. Lautt found, 
Can you tell me the nature or purpose of $14,670.60 of 
cash checks drawn on the Kings C. inty Trust Company durin 
the year 1960? 
A Not definitely without seeing the check. Could 
you show me the check? If I could examine it I am sure 
that I can identify it. 
THE REFEREE: What was the question, please? 
MR, RUBACK: I asked him could he explain 
the nature or purpose of $14,670.60 of cash checks 
drawn on the Kings County Trust Company during the 
year 1960. 
THE REFEREE: And he told you if he looks at 
the checks he could probably tell you. 


Q So that we bring them all together, would 
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your answer be the same with respect to $32,142.55 
representing cash checks drawn on the Hanover Bank? 
A That is correct, 
Q And would -- 
A Let me say this -- by the way, based on the odd 


amount of money involved, even before seeing the check 


I would be pretty certain that these are funds that were 


transferred from one bank in the exact amount to another 
to be used to pay for a security purchase, and not only 


will we probably find identification on the check but 


we should find the corresponding check on the same or neagr- 


est date drawn to a brokerage firm in the same amount, 


since these amounts are very recognizable with the 
60 cents on the end and 55. 

Q Sir, I want to call your attention to the 
fact that this Exhibit A reflects $20,800 of checks dra 
to Robert Martin and cashed by him, Would you be in a 


position to explain those checks if you were shown those 


checks? 

MR, GARTLIR: Your Honor, I don't believe 
that is quite an accurate characterization of the 
exhibit, namely, the statement insofar as it 
begins “and cashed by him" -- I don't believe 


that the exhibit shows that, Mr. Ruback, does it? 
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MR, RUBACK: I will support that with 
Mr. Lautt's testimony. 
MR, GARTLIR: That may be something else. 
You referred to’the Exhibit seying that. | 


THE REFEREE: ‘That's right, you did say that. 


MR, GARTLIR: I don't believe it does say that 


MR, RUBACK: I am sorry. 
MR, GARTLIR: The exhibit says nothing other 


than a series of names, 


THE RE’ SE: Lets proceed. 
BY MR, RUBACK: 


Q Mr. Martin, Mr. Lautt has previously testified 


in connection with Exhibit A that $14,670.60 represents 
cash checks drawn on the Kings County Trust Company; 
$32,142.55 represents cash checks drawn on the Hanover 
Bank; and that $20,800 represents a check drawn to you 
and cashed -- | 

MR, GARTLIR: Cashed? 


MR, RUBACK: Yes. 


MR, GARTLIR: Not cashed by hia, 


MR, RUBACK: A check drawn to him and cashed 
THE WITNESS: Deposited to another account? 
THE REFEREE: Let them straighten it out. 


MR, GARTLIR: I am not objecting --° 
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TIE REFEREE: Let's go ahead. 
BY MR, RUBACK: 

Q Were any records made anywhere concerning 

those cash checks ox the check of $20,800 drawn to you? 
THE KEFERFE:; 1 don't know what those cach 

checks mean, It doesn't mean anything Co me. 

MR. RUBACK: Checks drawn to cash, your 

Honor. 

MR, GARTLIR: That 4s not your question. 

MR, RUBACK: I will reframe it. 

THE REFEREE: No, that is not your question. 

MR, GARTLIR: We had this difficulty in 
the prior examination. 

MR, RUBACK: I will reframe my question. 

Q Mr, Martin, Mr. Lautt previously testified 
that there are checks drawn to cash totalling $14,670.60 
drawn on the Kings County Trust Company during the year 
1960 -- 

A Would you read that back? Did you say check or 
checks? 

Q Checks. 


A You mean this is an aggregate of many checks? 


Q That's right, sir. 


Can IL see those checks? 
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MR, RUBACK: All right, let's get the checks, 
THE REFEREE: Off the record. 
(Discussion off the record). 
THE REFEREE: We will take a five minute 
recess while you get the checks together, 
(Recess taken at 2:55 P.M,, and hearing 
resumed at 3:00 P.M.). 
CROSS EXAMINATION BY MR, RUBACK (Continued): 
Q Mr. Martin I show you a check dated December 
9, 1970 drawn on your account at the Hanover Bank for the 
sum of $20,800 and bears your endorsement on the back, 
and I ask you whether you made a record of the nature 
and purpose of that check in any book of account? 
A (Witness examines same). 
Q Did s0s understand the question? 
A Yes, I did. Would it be possible for me to look at 
the other checks for this period. I think I know what 
it is but I don't want to say for sure. 
THE REFEREE: The question he put to you 


was whether you made a record in any book or 


document or paper which would indicate the issuanc 


of this check and the purpose thereof. 
A The answer to that question is there would have 


been a record in the stub book which I do not have 
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available to me, 

Q Mc, Martin, I show you a check dated the sa 
date for an item marked “counter receipt non-negotiable" 
and drawn on the Hanover Bank for $1,200. 


Can you tell me whether any record was made in any 


book of account relative to that $1,200? 


A The answer to your question on all of these checks 
will be the same as the first one, the first answer. 
MR, GARTLIR: I interpose this objection, 
Judge, with respect to the question. The question 
{4g not whether there is a record in a book of 
ciate The question is whether there is any 
other record, In my view that would be the 
correct question. Is any other record, not only 
limited to a book of account. 
This check was probably cashed for living expenses. 
THE REFEREE: Let me see it. 
(Same handed to Referee). 
A (continuing) It appears it was cashed at the bank 
and I didn't have a check with me. 1 probably went 
over, and it looks like it was before Christmas, and [ 
needed some living expenses for the month or the week. 
THE REFERFE: When was the petition filed 


here? Was it 1964? 
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MR. RUBACK: 1965. 
BY MR, RUBACK: 

Q Sir, I show you a check dated June 20, 1960 
or to be exact an item called "counter receipt non- 
negotiable" drawn on the Hanover Bankfor $2,000 on June 
20th, 1960, and ask you whether that was reflected in any 
record or book of account? 

I assume this is the same thing. 

Q Is your answer that it was or it was not 
reflected, sir? 

A I think I stated before that if your question is 
as it was on the first check, that there is no book of 
account available that would reflect -- 
THE REFEREE: No, no; that is not the 
question, 
Give me the check. 


(Check handed to Referee). 


THE REFEREE: You went over to the bank and 
drew out on one of their own checks or counter receipt 


$2,000. 


THE WITNESS: Right. 


, 


THE REFEREE: The question is, did you go 
back to your office or home and make an entry any 


place. I don't care whether it was on a paper or 
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book of account, or notebook, anyplace, that you 


drew $2,000. and for what purpose? 


THE WITNESS: Yes. My secretary would have 


marked in the stub book page,you know, $2,000 to 
Robert Martin. She might put living expenses, 
or purchase of liquor, or something like that. 

MR, GARTLIR: I will object to the testimony 
insofar as it relates to counter checks of the 
bank, 

And so that there is no misunderstanding in 
the nature of my objection we are talking about 
checks presented on a counter receipt against the 
bank, which I do every day of the week and have no 
record whatever, and neither does any other 
individual. 

THE REFEREE: You can't object to it. If 
you are objecting I overrule your objection. 

MR, GARTLIR: [It goes to the vitality or 
significance of that. 

THE REFEREE:Let me ask you a question. 

You had a large bank account and you just operated 
by way of counter receipts every week, or every 
other week, or every day you went to the bank and 


got a counter receipt and kept drawing money and 
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made no record any place, would you call that 
keeping books and records, or books of account? 

MR. GARTLIR: Me? 

THE REFEREE: Yes. 

MR. GARTLIR: I would answer that directly, 
unequivocally, yes. 

THE REFEREE: How would that help your 
creditors if they want to find out what you were 
drawing money for? 

MR, GARTLIR: It wouldn'thelp them at aii, 
your Honor. 

THE REFEREE: Aten't you supposed to keep 
books and records if you are engaged in business 
and have a large bank account and you have a lot 
of drawings from the bank account? 

MR, GARTLIR: Now, let me answer that so 
that there is no misunderstanding. First of ali, 
in this case -- and let me address myself 
specifically to this -- we are being given selecte 
individual checks out of whole bunches of checks. 

THE REFEREE: I am aware of that. 

MR, GARTLIR: Okay. The major, the 


substantial, the large business checks here, I 


submit, there is a record, another record for that 
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THE REFEREE: That's fine, 

MR, GARTLIR: That is the point I am making 
in a semi way of my objection. If a man conducts 
a million dollars worth of check business and 
draws counter checks for 10 thousand dollars for 
living expenses, no, my answer is I do not consider 
he failed in his duty even under the Bankruptcy 
Law, which is a different question -- 

MR. RUBACR: Sir, are we now arguing -- 

MR, GARTLIR: I am just making my point. 

THE REFEREE: I think I would disagree with 
you. If he drew 10 thousand dollars from a bank 
and there was no record anywhere to indicate what 
it was for, I think he would be failing in his duty 
to his creditors. 

MR. GARTLIR: I submit, your Honor, -- 

THE REFEREE: We will see. 

MR, GARTLIR: One more sentence, please. 


If a man is in business and he maintains a 


personal check book, and he occasionally cashes 


counter receipts at the bank, which is done by the 
thousands everywhere throughout this country, 
it is a routine thing, there would be no record 


of that counter receipt other than in his own 
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personal check book, That would be a perfectly 
reasonable and normal thing for him to do it that 
waye 

THE REFEREE: If a man went back and had his 
secretary make a note in the stub book that would 
be a proper entry. 

MR, GARTLIR: That's what he said. 

THE REFEREE: I know. You said if he made no 
entry anywhere at all, any piace -- 

MR, GARTLIR: I didn't mean that. I meant 
no other entry anywhere in a book of account other 
than in his stub book, which he said. 

THE REFEREE: The stub book is the perfectly 
proper and logical place to make the entry, and 
an accountant working through his stub book could 
get up a proper Listing of what checks were drawn 
and for what purpose. 

MR, GARTLIR: No; I disagree with that, 


your Honor. 


THE REFEREE: He could. 


MR, GARTLIR: No, he could not. I am sorry, 
I don't want to be argumentative. 
THE REFEREE: You are, 


MR, GARTLIR: I think ic is significant on 
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the argument that I will ultimately have to be 


heard on <= 


THE REFEREE: Let's go ahead. Save it for then. 


MR, GARTLIR: May I just go on on this one 


point, at the risk of repetition. My personal 


checking, and I submit, your personal checking, 


would not produce that, and I ask you to reflect 
on that. Your personal check book may have the 
name of the person but it may or may not say what 
that item is for. In most instances I submit it 
would note 
THE REFEREE: Off the record. 
(Discussion off the record). 
THE REFEREE: Back on the record. 
BY MR. RUBACK: 
Q Mr. Martin, I show you another counter 
receipt drawn one day later on the Hanover Bank, for 
a thousand dollars, and ask you whether you caused an 
entry to be made in any record indicating the nature 
and purpose of that withdrawal? 
A The answer is the same as before, that my secreta 
would have marked it in the stub book. 


Did you see that enty, sir? 
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You did see it? 

Yes, and I think I can identify where these moneys 
went, and let me make this statement -- I am going to 
request some more of my records from you right now, 

I had to maintain several bank accounts during this 
period, I was working very closely and was in a highly 
leverage type of operation, I had large security purchase 
relative to the amount of capital that I had. I had loans 
at various banks and had to maintain compensating balances 
at these varying banks in order to get the loans. 

Very often in working closely I needed to transfer 
money from one bank to another in order to make payment 
of checks which are in your possession of small amounts, 
Because it takes three or four days to clear a check and 
it will be uncollected funds, very often I had to have 
someone go to the bank, cash a check and put cash in my 
other account so that I could write checks immediately, 
and I think if we open all of thdchecking accounts for 


all of the months, for instance, in June, we will find 


perhaps, as the Referee mentioned a hundred dollars or 150 
dollars, for what you call pocket money. 
I think I would like to see all of the statements 


and checks for June or any particular month where you sho 


where this thousand went, where the 12 hundred went, less 
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a check cashed, because these sums of money invariably 
were deposited to my other accounts to pay bills for 
checks which you have there and are readily identifiable, 
and that is why you have not brought them forward, 

Q Are you finished, Mr. Martin? 

Yes, 

Q Now, you said you were engaged in large 
security purchases, is that a fact? 
A Purchases and sales. 


Q Purchases and sales? 


Q How large? 
A As the purchase and sates confirmations show 
millions of dollars. 

Q Millions of dollars? 


A That: is right. 


Q On your own personal account? 


eee meng we cy ee ENS oe 


A Correct. 

Q So that you were in the business of buying 
and selling securities? 
A No, I was a trader. 

Q You were a trader? 

As many people in this country are. 


Q Dealing in millions of dollars? 


266a 
Martin - cross 


Q Now, as a trader dealing in millions of 
dollars did you keep any ledgers, journals or other 
similar books reflecting those millions of dollars of 
trades? 

A with reference to stock trades I kept what I be- 
lieve most people would keep -- 

Q Sir, -- 

THE REFEREE: Let him answer the question. 
MR, RUBACK: I am sorry. 
A (continuing) -- I kept the purchase and sales 


confirmations from my broker. I kept the monthly state- 


ments from my broker, and when Tracon 9F Century were 


involved in a delivery or sale of those securities I 
kept the debit and credit memos from these firms. 

Q The question now, again propounded to you, 
is this: whether as a trader dealing in millions of 
dollars you maintained books and records such as ledgers 
or journals to refiect your purchases and sales? 

MR, GARTLIR: I submit, he hs answered the 
question, 
THE REFEREE: Let him answer. 
A I did not keep a ledgrr book of purchases and sale 


of securities, I did not keep a Journal book of 


| 
{ 
: 
| 
| 
| 
| 
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purchases and sales of securities. 

Q Are you stating unequivocally that if you 
had access to the books and records which Mr, Lautt has 
examined that you can explain these items and show the 
entries thereof? 

A It is my belief that many -- 

Q Sir, -- 

MR, GARTLIR: May the witness pleass be 
permitted to finish his answer? 

THE REFEREE: No, he is not answering. 

THE WITNESS: He used the word unequivocal 
and I want to be careful how I answer because it 
has the word unequivocal in it. 

THE REFEREE: Read the question. 

(Last question read by reporter). 

A It is my belief that I can satisfy most of the 
questions that have been raised here concerning these 
checks. 

Q The question is, again: can you by examining 
those records show entries concerning these cash checks 
including the one for example, $20,800. and the two 
counter receipts within two days totalling 3 thousand 
dollars? 


A What do you mean by entries? 
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Notations on a record, 


Q 


3 | A I just said that I did not keep a journal or a 


ledger. 


5 ] THE REFEREE: He did not ask you about a 


journal or a ledger. Anything, anyplace -- stub 


books, check stub books, note book, a piece of 


paper. 


9 | THE WITNESS: What I was referring to, your 


Honor, is that I think what we will find is a 


consistent pattern whereas on June 21st a thousand 


dollars was cashed at this bank, or 5 thousand, 


or 9 hundred -- that on June 21st or 22nd at 


another bank there will be a statement of a deposi 


for a similar amount of money. 


16 || THE REFEREE: That is not answering the 


question. That's begging the question. I have 


been sort of patient with your answers but I thin 


you are hedging now. 


The question is simply this: Here are thre 


Counsel just wants to 


checks, 3 specific checks. 


know whether there is any place at all a writing <- 


and you see I am not restricting it to a ledger 


or a book or a record --, anything at all, any 


writing, which would indicate the purpose of 
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these checks. 

If you don't know then say you don't know. 
If you think you know say you imagine so -- 

THE WITNESS: There is none, The checks are 
eleven years old and there just isn't a record, 

THE REFEREE: How about that one check that 
is not a counter check, that came out of the check 
bork, didn't it? 

THE WITNESS: Yes. 

THE REFEREE: Wouldn't there be something 


on the stub? 


THE WITNESS: I wish I had those stub books, 
believe me. 
THE REFEREE: What is the testimony as Co 


those stub books? 


THE WITNESS: They were shipped with the 


books of Robert A. Martin Associates, Inc. and 


according to the trustee they never received those 


stub books. 


BY MR, RUBACK: 


Q Sir, did you visit the office of Leon I.Radin 


& Co.? 


—————— 


A Yes. 


Q And you were accompanied sometimes by either 
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a counsel or an accountant of your selection? 
A On one or two occasions, and sometimes I visited 
alone, 

Q Now, you also had copies of the receipts 
relevant to the delivery of books and records to either 
the trustee or to Leon I, Radin & Co.? 

A Yes, 

Q Did you find that Leon I. Radin & Co. did not 

have any of the books and records which were reflected in 


the receipt which you obtained? 


A Not to my knowledge. 


Q So that they had every book, paper and docu- 


ment for which a receipt was signed and given to you? 
THE REFEREE: I don't know whether he went 
over the books there and checked them against 
that receipt. That is not a fair question. 
THE WITNESS: I also don't know what was 
delivered from the warehouse. I only got your 


list of what was delivered. 


THE REFEREE: When he went to Radin's office, 
do you mean to say he would take each book and 
check it against the receipt to see whether it was 
delivered to them? 


1 don't think thatis a fair question. 
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MR, RUBACK: I withdraw the question, your 
HONOR, 

THE REFEREE: Apparently there was an awful 
lot of stuff there on that list. I don't know what 
the quantity was but the receipt is a long one. 

MR, RURACK: Let's limit it. 

BY MR, RUBACK: 
Q Were there any ledgers -- 

THE REFEREE: Let me ask this question: 

When you discovered that those stub books 
had not been delivered to the trustee -- when was 
that -- that they had not been delivered to the 
trustee from the warehouse? 

THE WITNESS: Some time during one of the 
examinations here when the question was asked 
concerning the stub books and I think I testified 
I thought there were stub books, and we then looked 
at the receipt, and I think I then made a visit 
after that to go through every filing cabinet. 

It filled quite a bit of space there. 

THE REFEREE: Where? 


THE WITNESS: At Mr.Lautt'’s office. 


And I went through everything and searched and they 


just weren't there. There were stub books for 


24 | 
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Robert A. Martin Associates,Inc. 

THE REFEREE: Did you check with the storage A 
house? 

THE WITNESS: I did not, no. 

THE REFEREE: To see whether they still had 


them, perhaps? 
THE WITNESS: No, perhaps if realized they 


would be crucial I would have. I don't know if 


the trustee did. 


THE REFEREE: Go ahead. 


MB, RUBACK: May I inquire at this time 


whether it is the intention of Mr. Gartlir to 


revisit and see whether they can find these records 


before this examination is concluded? 


THE REFEREE: I don't think that is a fair 


question. 


MR, RUBACK: For the purpose of my cross- 


examination today, your Honor, -- I don't mean 


that as a fair question if they intend to do it, 


then perhaps it would be <- 


THE REFEREE: This is 1971, it is almost 


1972, and we are talking abut 1965, some six or 


seven years ago. Even if they went to the storage 


Company -- 
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MR, RUBACK: I mean at Mr. Lautt's office, 
your Honor. 
_ THE WITNESS: I made a thorough search there. 
THE REFEREE: Off the record. 
(Discussion off the record). 


THE REFERFE:I thought Mr. Ruback meant at the 


storage place. 


MR, RUBACK: No, I wouldn't presume that, your 


Honor. 
THE WITNESS: Can I confer with counsel? 
THE REFEREE: Any objection? 


MR, RUBACK: No, 


; 
t 
| 


(Witness confers with his counsel). 


BY MR. RUBACK: 


= then tae i pn my epee 


Q Mr. Martin,] show you a copy of an individual 


So tae 


income tax return for the year 1961 and ask you whether 


this is a true copy of your return for said year, this 


item having been previously marked as an exhibit on 


August 5th, 1968? 


A (Witness examines same). Tnat is correct. 


Q I show you a copy of your income tax return 
for the year 1962 and ask you whether that is a true copy 
of your return for the year }962? 


(Witness examines same). Yes. 
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Q And I show you a copy of your teturn, Federal 


income tax return, for the year 1964, and ask you whether 


that is a true copy of your return? 


A (Witness examines same). That is correct. 
MR, RUBACK: l offer the returns for 1961, 

1962, and 1964, or copies thereof, as exhibits. 

MR, GARTLIR: I understand there was a 
skipping of a year? 

THE WITNESS: There is a return previously 
testified te that the IRS lost. It was gone 

over in 2la, '€%. 

THE REFEREE: It is customary to hand them 
to counsel before you offer them. 
MR. RUBACK: I apologize, your Honor. 
MR, GARTLIR: I have no objection, your Honor 
THE REFEREE: Mark them, please. 
(Return for 1961 marked Trustee's Exhibit 34-8; 
return for 1962 marked Trustee's Exhibit 34-b; 
return for 1964 marked Trustee's Exhibit 34-c.) 

Q Mr, Martin, I ask whether these returns 
reflect your salary from Robert A. Martin Associates,Inc. 
during the years 1961, 1962 and 1964? 

A (Witness examines same) 1 would say that is 


correct in reference to 1961, 1962,but I see no referenc 
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to those being salaries from Robert A. Martin Associates 
in 1964, It just says wages and salaries. 
Q In 1964 did you earn any wages from Robert A. 
Martin Associates, Inc.? 
A I don't believe so. 
MR, RUBACK: No further questions. 
THE REFEREE: Any redirect? 
MR, GARTLIR: I would like to reflect for 
about 30 seconds. 
THE REFEREE: You have it. 
MR, RUBACK: Your Honor, one more question. 
THE REFEREE: Go ahead. 
CROSS EXAMINATION BY MR. RUBACK (Continued) 
Q Mr. Martin, we are missing the return for 


1963. Do I understand correctly that Robert A,Martin 


Associates, Inc. was out of business that year and, 


therefore, paid no salary to you? 


A That is substantially correct. I would juste qualif 
that by saying if they possibly paid anything it was a 
very small amount of money in early '63. I cannot be 
sure. 

As you know, in the la proceeding there was exten- 


sive testimony about Internal Revenue Service losing that 


return, and I brought in letters showing the correspondence 


276a cross 
Martin -and redirect 257 


with them, but I don't think they may have paid me 
directly during 1963. 

Q They did not pay you directly? 

I don't belleve so, no, 

MR, RUBACK: No further questions, 
REDIRECT EXAMINATION BY MR, GARTLIR: 

Q Mr. Martin, can you tell me with respect to 
the creditors listed in the petition and schedules whethe 
any of those creditors were creditors of yours in the 
year 1960? 

A None of the debts in the petition were incurred 
during the year 1960. 

Q So that the debts to which reference was made 
in the petition and for which you have listed creditors, 
were subsequent to the year 1960? 

A They were subsequent to the year 1960. 
MR. GARTLIR: I have no further questions, 
your Honor, on redirect. 
THE REFEREE: Anything further? 
MR, RUBACK: Yes, your Honor. 
THE REFEREE: Go ahead. 
RECROSS EXAMINATION BY MR, RUBACK: 


Q Mr, Martin, if I were to ask you the same 


questions relative to checks made out to cash or counter 
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receipts for the years 1961, '62, '63 and '64, would your 
answers be substantially the same? 

A I don't think so. I think naturally as you get 
closer to being 11 years away it becomes increasingly 
easier to identify checks, I think by that time, 
especially since 1962, most of my essential payments 


came from the Irving Trust Company, and it would be 


easier for me to follow the payments during those years 
than 1960 which was a more difficult time when I really 
didn't have any creditors of any kind, 


Q When did you not have creditors, sir, what 


year? 


A 1960, you know, except secured creditors -- everyon 
has some creditors in the normal course of their life, 
but I mean the creditors that were incurred in the petitiqn 
as filed. 
Q When did you last incur an indebtedness? 
Do you mean since 1965? 
Q 1960. 


A You mean up until now? 


Q Well, between 1960 and the date of the filing 


of the petition when did you incur indebtedness? 


A To the date of the filing of the petition? 
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I would not know. 
MR, RUBACK: That's all. 
(Witness excused). 
THE REFEREE: Do both sides rest on the 
First Specification? 
MR, RUBACK: No, I would like to have 
Mr. Lautt back. 
THE REFEREE: All right. 

SLONEY Cc. LAUTT, recalled as a witness, 
having been previously duly sworn by the Referee, 
resumed the stand and testified further as follows: 

DIRECT EXAMINATION BY MR, RUBACK (Continued) 

Q Mr. Lautt, in Exhibit A, which attempts to 
set forth unexplained items, did you consider the checks 


drawn to Tracon as an unexplained item? 


A I did not. 


Q And did you treat it as an explained item? 


i did. 

Q And that explanation totalled checks of how 
much? 
A In 1960 it was $31,322.79 from Tracon; in 1961 
it was $215,839.03, -- that's it for Tracon. 

Q So that you considered all rhecks of Tracon 


as bearing an explanation? 
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Bearing an explanation. 

Q And as having a record for same? 

A That's right. They are not part of my figures of 
unexplained or unclassified payments. 

Q Mr. Lautt, did you personally or have a member 
of your office go through all of the records submitted to 
you by either the trustee, the warehouse, or by Mr. Martin 
personally? 

A All records that came to our possession which came 
from the warehouse, the District Attorney's office, the 
Attorney General's office, your office, and from Mr. 
Martin, when they were settled in our office I instructed 
one of my men to go through all of the books and records 
plus bank statements, any books of any kind, or anything 
which seemed like a record, and separate the records of 
the corporation from that of the individual. 

We received, as I recall, several four-drawer file 
cabinets, consisting of papers, correspondence of all 


kinds, and I told him I did not expect him to go through 


each of those papers and letters for the purpose of 


separating them, but any books, checks, bank statements, 
anything that appeared to be a recording of any kind with 
the exception of correspondence, to try and separate 


those, and he did that for me, 
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Q When you say recording you mean recording 
pertaining to Robert Martin? 


A Or to Associates -- to Robert Martin in particular 4- 


to separate them in the bankrupt's pile of records, 


Q And your analysis was based on the result of 
that separation? 


A Yes. 


MR, RUBACK: No further questions. 
CROSS EXAMINATION BY MR, GARTLIR: 

Q Mr, Lautt, do I understand that you confined 
your inquiry and examination of records to the items 
that you just referred to, namely, checks, bank state- 
ments and books? 

A Of the bankrupt? 


Q Yes. 


Q And you excluded from your inquiry anything 


else that was given to you, any other papers of the 


bankrupt that were given to you from these various source ? 
A By papers, as I explained,I instructed my man not 

to go through every letter in the four-drawer filing 
cabinets for the purpose of seeing if this was a piece 

of correspondence between Mr. Martin or the Associates <-- 


they were in a four-drawer filing cabinet, those identified 
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as belonging to the corporation -- but if he found in 
there bank statements, books, or any documents that 
appeared to be a bookkeeping record, to take it out, 
examine it and see whether it was the property of the 
individuai or the corporation, 

THE REFEREE: If it belonged to the corpora- 
tion you did not look through it? 
THE WITNESS: I did not, 

Q I understand about the corporation, you did 
not ‘ook through it. As a matter of fact you specifically 
didn't look through it. 

A That's right. 

Q We have that clear? 

That's right, 

Q I would like to dwell on the other part for 
a moment, Robert A. Martin, and you used the word what 
appeared to be a “bookkeeping record", did I understand 
you to use that word? 

A That's right. 

Q What did you tell your man -- did you do it 
yourself or your man? 
A My man. 


Q Now, what did you tell your man about what he 


was to consider to be, if anything, a bookkeeping record? 
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A cash book, a bound book of any kind. 

Q A bound book? 
A A bound book, a lcose-leaf book, a check stub book, 
cancelled checks, bank statements, any substantial 
collection of records, bound in some manner or other. 
We found, for instance, a confirmation list that had been 
brought into these hearings, that that had been separated 
as belonging to Mr. Martin, But not te go through every 
document in the file -- 


Q I understand that -- 


A Well, those were my instructions. 


Q You had instructed -- 

I am explaining my instructions to my man. 

Q You used the word "bound"? 

Bound or loose=leaf, that's right. 

Q But you just used the word -- 

THE REFEREE: He said, bound or loose-leaf. 

Q You mean loose-leaf in the sense tat it is 
collected in one place, is that true? 
A Yes, that's right. 

Q Did you receive such instructions, namely, to 
use the delineation of bound or loose-leaf, or did you 
decide that? 


A I decided that. 
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Q So you didn't have any instructions from the 
trustee or counsel or whoever instructed you to do what 
you were doing to use those words? 

A No. 

Q So this is a subjective determination that 
you made yourself, that if it was not a bound record or 
loose-leaf record you wouldn't consider it; is that 
right? 

A If it was a single piece of paper he was not 
expected to go through all of this mass of single pieces 
of paper. 

Q I heard you say that,but I want to dwell 
upon the words you did use - = 
A I used those words too. I am telling you what words 
I used. 

Q I repeat, you dwelled upon and you analyzed 
this material in accordance with a determination as to 
whether it sea Pacund or loose-leaf record; yes or no? 

A No, because it was elaborated upon and extended -- 
MR, GARTLIR: I think the witness answered it 
THE REFEREE: After all, Mr. Lautt testified 
here as early as 1969 on this hearing. If you 


thought there was any other material that could 


have filled up some of the gaps that Mr. Lautt said, 
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existed, the books and records were available to 
you and your client in Mr. Lautt's office, to go 
up there and see whether there were any documents 
that they didn't look at, to fill these gaps. 

MR, RUBACK: Will Mr. Gartlir concede -- 

THE REFEREE: No, no. 

MR, RUBACK: One question about his visiting 
the office. Will Mr. Gartlir concede -- 

THE REFEREE: He said he was up there. 

MR, RUBACK: I mean, between the last hearin 
and this one. 

REFEREE: I don't know. 


RUBACK: I would like a concession. 


? merely would like a concession that the bankrupt 
accompanied by Mr. Gartlir visited the offices of 
Mr, Latte «=< 

THE REFEREE: Mr. Lautt can testify to that. 

Did they? | 

THE WITNESS: They did. 

THE REFEREE: Since the last hearing? 

MR, LAUTT: Yes. 


THE REFEREE: Go ahead. 


CARTLIR: I am not on trial. 
RUBACK: I can put the bankrupt on. 
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Lautt - cross 
BY MR, GARTLIR: 

Q Did you ever ask the bankrupt himself to 
assist ycu in the work that you did? 

A I never did. 

Q Or to explain any of what the Referee has a 
moment ago referred to as what can be gaps in the record? 
A I never did. 

Q Now, Mr. Lautt, did you at any time ever make 
a determination or attempt to make a determination or an 
analysis, with or without instructions of the principal 
as to how the losses occurred in this bankrupt estate? 

THE REFEREE: Incidentally, let me correct 
something on the record. I did not say there were 
gaps. I said that Mr. Laut€ may have considered 
to be gaps. I am not making any findings yet. 

MR, GARTLIR: I understand, your Honor. I 
only used the word gap -- 

THE REFEREE: I don't want that thrown in ay 
face later that I made a pre~judgment here. 

MR, GARTLIR: I withdraw that. 

May I have my question read back to the 
witness? 


THE REFEREE: Read the last question. 


(Last question read by reporter). 


. 


! 
} 
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Q How the bankrupt incurred the losses -- 
THE REFEREE: How does that apply to this 
specification on books and records? 
MR, GARTLIR: It will apply -- 
THE REFEREE: You think it does? 
MR, GARTLIR: Yes, I think it may. 
THE REFEREE: I will allow it. I didn't 
want you to wander. 
BY MR. GARTLIR: 
Q Was it ever done? 
A It wasn't done by me. It wasn't done by my firm, 
no. I explained it to the attorneys for the trustee -- 
Q You did not do it? 
A No, but I would like to explain that -- I would like 
to explain why -- 
Q I will take your explanation, I did not ask 
you why but I will take it anyway. 
A All right, I will stop at that point. 
MR, GARTLIR: That's all. 
THE REFEREE: Both sides rest on the first 
two specifications? 
MR, GARTLIR: May we have some indication as 
ty what the situation is with respect to any other 


specifications? 


mee 


ge UE gem, 
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MR, RUBACK: Your Honor, I think I can get 
through with the next specification in 15 minutes. 

THE REFEREE: I won't give it to you. 

MR, RUBACK: I understand, I thought there 
would be one more specification. 

THE REFEREE: Which specification? 

MR. RUBACK: 5«J, and then I will withdraw 
the balance, your Honor. That is the only reason 
why I asked if your Honor would want to spend 
another ten minutes. 

THE REFEREE: 5-J is knowingly and fraudulently 
made false oath at the examination at the first 
meeting about the Application made to the Chemical 
Bank. : 

You withdrew all the others? 

MR, RUBACK: ‘Yes. 

THE REFEREE: You may step down. 
(Witness excused). 
THE REFEREE: Off the record. 
(Discussion off the record). 
THE REFEREE: Adjourned to January lOth at 


2 o'clock, and I will hold the afternoon. 


at 2:00 P.M.)- 


(Adjourned to January 10, 1972, 
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SIDNEY C. LAUTT, C.P.A. 


MR. ROBERT A. MARTIN 


THE REFEREE: We are on specification. 5-J? 
MR. RUBACK: That is correct, your Honor. 


Mr. Martin,will you take the gand, please. 


RO 8.2 at A. MART IN, recalled as a 
witness by the Trustee, having been previously 
duly sworn by the Referee, was axamined and 
testified further as follows: 

DIRECT EXAMINATION 

BY MR, RUBACK: 

Q Mr. Martin, I show you a photocopy of a 
financial statement executed on January 7, 1963 and ask 
you whether the same bears your signature? 

A (Witness examines same.) It does. 


MR.RUBACK: I offer it in evidence. 


7 
| 
| 
| 
| 
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MR. GARTLIR: May I see it? 


MR, GARTLIR: Mr. Referee, may I have it 


i . 


indicated, not that I intend to have anything 
further than this statement, at the conclusion 
of our last hearing trustee's counsel indicated 
he would proceed solely o 5-J with respect to 
one application, namely, an application made to 
the Chemical Bank, and withdraw all others. 

take it that this is now an amendment of that 
position. 


THE REFEREE: 5-J refers to applications 


» { eae Wy, 


for loans made to the Chemical Bank, the Beneficial 
Finance, the Chase Manhattan and the Bankers Trust. 
MR. GARTLIR: I understand, but the statement 
was that he intended to proceed solely with the 
application -- 
THE REFEREE: I did not understand him to 


say that he would limit it to that. 


MR. RUBACK: Yes. (Handing same to Mr. Gartlir.) 
| 
| 
| 


I made the statement that 5-J is knowingly 
and fraudulently made false oatha the examination 
at the first meeting about the application made 
to the Chemical Bank. I just did not read the 


whole specification. I don't see where he said he 
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would limit it to that. 

MR. GARTLIR: May I ask some questions either 
of trustee's counsel or on the exhibit before I 
determine whether to object to it or not? 

Are all these writings on this paper intended 
to be writings that were there originally -- this 
is just a Xerox and I don't know whether the 
writings on it were on it originally or not. 

May I show it to you, Mr. Referee? 


THE REFEREE: No. 


MR. GARTLIR: Which writinga were not on there. 
MR. RUBACK: The writings are my pencil marks, 
the file number. 
MR. GARTLIR: Is it possible you don't have 
the original or a copy? 
THE REFEREE: Don't ask me these questions, sir. 
MR. GARTLIR: Then I will object to it. | 
THE REFEREE: Make your objection. 
MR. GARTLIR: I object on the ground that this 
appears to be a Xerox copy of a document unless 
there is some indication that the copy is not in 


existence -= 


MR. GARTLIR: The original or a duplicate origin 


| 
| 

THE REFEREE: The original. | 
h. é 
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The original may be somewhere else. There are 
writings on here that I don't know are part of 
the original record. 

THE REFE : Sustained, 

MR, RUBACK: If your Honor pleases -- 

THE REFEREE: Lay some background for it. 
Lay some foundation for it. You just cannot offer 
a “erox copy of something in evidence. Ask some 
questions and lay the background and maybe ya 
will get it in. ~ am not saying that ultimately 
it cannot be admitted into evidence. 

MR. RUBACK: May I consult with Mr. Lautt 
for one second? 

THE REFEREE: Yes. 

(Mr. Ruback confers wich Mr. Lautt.) 

MR.RUBACK: May I speak off the record for a 
moment, your Honor? 

THE REFEREE: Yes, if counsel has no objection. 

MR. GARTLIR: I have no objection. 

THE REFEREE: Off the record. 

(Discussion held off the record.) 

MR. GARTLIR: I withdraw the objection. 


THE REFEREE: Mark it in evidence. 


(Photocopy of financial statement executed 
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January 7, 1963 referred to marked in evidence as 
Trustee's Exhibit 35.) 

DIRECT EXAMINATION 

CONTINUED BY MR. RUBACK: 

Q Mr. Martin, I show you a financial statement 
delivered to the Bankers Trust Company and ask you 
whether that bears your signature? This is a photocopy. 
A (Witness examines same.) It does. 

MR. RUBACK: I offer it in evidence. 

THE REFEREE: Any objection? 

MR. GARTLIR: I have not seen it. (Examines sa 
No objection. 

THE REFEREE: Mark it. 

(Financial statement delivered to the Bankers 

Trust Company referred to marked in evidence ag 

Trustee's Exhibit 36.) 

Q I show you a financial statement issued to the 
Beneficial Finance Company in November of 1963 signed 
R. Allan Martin, and ask you whether that bears your 
signature? 

MR. GARTLIR: I think I ought to interpose 

a mild objection that the paper being referred 

to as a financial statement bears at its head 


“Application for credit." 


a 
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THE REFEREE: Yes. 
A In addition it is my signature, the answer to the 
question is yes, but in fairness I want to point out 
that this does not to the best of my recollection 
represent the application but only one sheet, possibly 
the Last sheet where the signature goes on the application 
that had pages in front of it. 
THE REFEREE: Let me see it. 
(Same handed to the Referee.) 
THE WITNESS: There is page 1 and 2 where 
there is quite a bit of information asked for. 
REFEREE: How about this paper? 
RUBACK: I offered it in evidence. 
REFERSE: Show it to counsel. 
RUBACK: I have given counsel a copy. 
GARTLIR: No objection. 
(Financial statement issued to the Beneficial 

Finance Company in November 1963 marked in evidence 

as Trustee's Exhibit 37.) 

Q Mr. Martin, I show you 4 paper which bears on 
top the word “Information” and ask you whether that is 
the firet page of Trustee's Exhibit 37 to which you just 
referred? 


A (Witness examines same.) No. This is not it. This 


| 
| 
| 
| 
| 
| 
| 


is something else. 
Q Mr. Martin, I show you a photocopy of an income 


tax return for the year 1962 and ask you whether it 


| 
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| 


bears your signature? 
A (Witness examines same.) It does. 

MR. RUBACK: I offer it in evidence. 

MR, GARTLIR: I think that was marked. Isn't 
it already in evidence? 

THE REFEREE: I do not want it marked twice 
because it will only confuse me. 

MR. GARTLIR: It was marked in a previous 
hearing as Exhibit 34-B on page 255, Exhibit 34-8 
of the trustee. 

MR, RUBACK: Your Honor, the transcript does 
reflect income tax return for ‘62 was marked in 
evidence but I do not have that marked copy, and 
for that reason I offer it, sa may we just deem 
this copy as Trustee's Exhibit 34-B. 

MR, GARTLIR: Mark it again Exhibit 3-8. 

So there wili be two and if the record indicates 
it was mar<xed twice -- 

THE REFEREE: Mark it Exhibit 34-B of 
November 10th. 


M2. RUBACK: I am sorry, your Honor, I have it. 
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2 I offer in evidence at this time, your Honor, “ 
\ 3 | transcript of the following, questions and answers | a 
4 | made by the bankrupt on May 12, 1966. 
THE REFEREE: Do you have the original there? 
6 | MR. RUBACK: Yes, your Honor. 
. THE REFEREE: Wave you a copy you can work 
from? 
9 | MR. RUBACK: I -- 
ny 10 | THE REFEREE: Go ahead. 
1 | MR. GARTLIR: What page? on 
a MR. RUBACK: Page 90: 
— "Q - Mr. Martin, what would you call an 
4 | application for a loan which sets forth a man's 
assets, liabilfties and income? | 
1 | "A - I would call that a financial questionnaire), : 
al "THE REFEREE: It is a financial questionnaire 
7 
18 | and after you fill it in and sign it what is it? | 
19 | "THE WITNESS: It is a financial statement. 
ic 20 | "THE REFEREE: All right. | 
| “THE WITNESS: T never denied that. i didn't a 
2 follow what you were saying at first and I asked : 
: % it to be clarified. 
| . "BY MR, RUBACK: 


et "Q ~ Mr. Martin, is there any question now in 
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your mind but that an application for credit 
sets forth infcrmation concerning assets, 
liabilities and income perhaps of the individual 
and is in fact a financial statement? 

"A @ Yes, I quite agree with you. 

"'Q = Now, since you agree with me will you 
now tell me whether you want to change any of 
your testimony wherein you stated that you did 


not give a financial statement? 


"A = Yes. 

'Q + Where would you want to change it? 

"A - Yes, we could have saved all this time. 

"THE REFEREE: You could have saved all this 

not we. Go ahead. 

"A = I believe on Chase Manhattan Bank and 
perhaps to some limited extent on Beneficial 
Finance there was a financial questionnaire filled 
out. 

"9 »« Those were the only two? 


"A - I believe so, 


'Q - Now, when you submitted the so-called 


questionnaire or financial statement to the Chase 
what was your purpose in submitting it to them? 


“a - This loan of Chase Manhattan Bank was 
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arranged by one of my creditors to whom I owed 
money to, he was very close with Chase Manhattan 
and he explained to them that I had a debt with 
him, and I had some difficult troubles and I had 
lawsuits, and that my business had failed, and 
he felt that they would grant me the laan but he 
would get the proceeds of the loan to repay him 
the debt, and that I would repay the bank back 
in installments which would be a little less 
burdensome for me, and that if I did not pay them 
he would assume the obligation. So in effect 
the bank was lending me the money, but with his 
guarantee, and in effect I was peying him out 
with the bank as a convenience. 

"Q - When did this take place? 

"A - I believe in 1963. 

"Q - When this application was made by you 
you did give truthful answers, did you not? 

"A - Yes, I did. 

"Q = No question abour that? 

'A - I don't believe so." 

MR, RUBACK: Your Honor, I am now skipping a 


few questions, 


'Q = So do I understand correctly, you gave the | 
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Chase Manhattan Bank a financial statement which 


ta 


you considered to be accurate? 
Ne ae Yes." 


MR. GARTLIR: Where did you skp to? 


| 

| 

| 

| 

| 

j 

| 

| 

| 

6 | MR, RUBACK: Down to the botton of page 93. 

i 

| "Q = So you gave it to them for the purpose 
of borrowing money so you could complete another 
financial transaction? 

"A © All right, I will accept that," 
DIRECT EXAMINATION 
CONTINUED BY MR, RUBACK: 


Now, Mr. Martin, you do recall giving those 


Q 


answers to the questions which I just deacribed? 


Yes, 


A 
And when you gave those answers were you not 


Q 


referring to these exhibits marked today as Trustee's 


Exhibits 35, 36 and 37? 


19 | A When I gave those answers I was not referred to 
| any exhibits. 
2] i Q Well, did you give the Chase Manhattan Bank 


any financial statement or application for credit in 


January 1963 other than the one which has been marked 


today as Trustee's Exhibit 357 


Yes. 


A 
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Q When did you give them a statement other than 


that in January of 1963? 


A " During late December and early January of 1963. 


Q Do you have a copy of that with you today? 

A No, but if I knew you wanted it we cauld have 
subpoenaed it from the bank. 

If you recall in my previous testimony during the 
2la I had suggested that you obtain the entive file 
from the Chase Manhattan Bank. 

Q Now, have you given the Bankere Trust Company 
in November of '65 any financial statements other than 
the one which has been marked today in evidence? 

A I did not. 

Q Did you give the Beneficial Finance Company 
in 1963 any financial statements other than that which 
was marked today? 

A I do not recall. 

Q Now, Mr. Martin, did you set forth all of your 
liabilities as of January 7, 1963 in Trustee's Exhibit 
No. 35? 

MR, GARTLIR: What bank is that? 
MR. RUBACK: The Chase Manhattan Bank. 
THE WITNESS: Would you repeat the question? 


THE REFEREE: Read it. 
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2 (Last question read by Reporter.) 
| 


| A I did not. I only set forth the loans outstanding 
4 | that were required by the bank. 

Q Are you now saying that the statement -- 
A I am sorry -- just for the record the word 
liabilities does not appear anywhere under this section 
of the application, 


Q Mr. Martin, I call your attention to that 


debts now outstanding, if none please state none", rnd 
ask you whether you correctly completed the questions 
propounded in that application? 
THE WITNESS: Would you repeat the question? 
THE REFEREE: Read it. 
(Pending question read by Reporter.) 
A The list of outstanding loans or debts outstanding 


is not a complete staterent of the amount cf loans and 


} part of the application which reads "list ajl loans or 
| 
| 
! 
| 


debts outstanding at the time. : 


Q Is it therefore a fact that you did not List 


in Trustee's Exhibit 35 all of your debts as at 
January 7, 1963? 
23 | A All of my debts are not listed on this application. : 


a Q Would you therefore agree that that application 


75 | was false? 
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MR. GARTLIR: Your Honor, I object to the 
form of the question. 

THE REFEREE: Sustained. False means a lot 
more than untrue. 

Q Would you therefore agree that that statement 
is incorrect in that it fails to list as required all 
loans or debts now outstanding as at January 7, 1963? 

MR. GARTLIR: Objected to as argumentative. 
THE REFEREE: Well, he can ask him whether at 
the time he made it this statement was untrue. 
A At the time I made the statement it was true and I 
complied with every instruction that the bank gave me. 


There was previously attached to this a rider, a list of 


debts that was so long that the bank told me to just 


stop it, and even marked on the exhibit "let stand 
because this loan is going through’, and this was not 
as I testified to on numeroue occasions, Mr. Ruback, 
not an extension of credit, not a renewal of credit, 
but simply a transfer of an existing bad debt on a loan 
application where it was marked in bold face across it 
"applicant is out of business”. 

Q Do you recall the name of the person at the 
Chase Manhattan Bank to whom you made this statement in 


January 1963? 
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Mr. Robert Roe, R-o-e. 

Q Now, T show you Trustee's Exhibit 36 which 
asks for the names and addresses of your lenders and 
the amounts of the loans and ask you whether you come- 
pleted same? 

A No, at the direction of the bank chis section is 
left completely blank. 

Q Now, which person at the bank -- 


MR, GARTLIR: Which bank? 


MR, RUBACK: Bankers Trust Company. 


Q Which person at the Bankers Trust Company 


made that direction? 
A I am going back quite a number of years and my 
guess is his name began with a V and his name is either 
Vale or Vile (witness uncertain of spelling). 

Q I show you Trustee's Exhibit 37 and ask you 
whether you set forth in response to the question for 
a list of all of your creditors and the indebtedness 
the word "None''? 
A Is the word "None" written in the space? 

a I asked you whether you put it in? 

Which question are you asking? 

Q lam asking you whether you inserted the word 


None’ on Trustee's Exhibit 37 which refers to the list 
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of creditors? 
A That is correct. 
Q Was it true that you had no creditors as of 
November 1963 when you wrote in the word "None"? 
A I had creditors at that time. 


Q Now, Mr. Martin, these applications were made 


within a spun of a few months, were they not, starting 
in January 1963 and ending not later than November 1963? 
\ These applications were made within a span of a 

few months. 

Q Now, a8 a matter of fact what were your 
obligations other than those which you had guaranteed 
personally, your direct indebtedness to others, un- 
disputed, what was the total amount of your indebtedness? 
A I have no way of knowing. 


Q Approximately? 


A Either then or now I had no way of knowing. As you 


are aware there was substantial collateral, substantial 
secured and unsecured creditors, claims, notes receivable 
due to me, the market had crashed and I was in no 
position to make an evaluation as to my assets or 
liabilities at that time. 

Q Mr. Martin, were you in a position to make an 


evaluation as at March 1965? 
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A An evaluation fs made in my petition filed herein 
and, of course, in a substantial part of it it is listed 
as undisputed creditors. 

0 Sir, in Marci: of 19605 when you filed your 
petition in bankruptcy did you set forth a list of 
yourcreditors? 

A Yes. 
Q And did you set forth the dates when each of 
the debts were incurred? 
A I am not sure, 
MR. RUBACK: Does your Honor have the 
original schedules? 
THE REFEREE: No. 

Q I show you a photocopy of the echedules and 
ask you whether this is a copy of the original filed 
by you in thls court? 

A (Witness examines sane.) I assume 80. 

Q Now, sir, did you in Schedule A-3 set forth 
the names, the addresses of each of the creditors and 
the dates when the debts were incurred? 

A These are creditors who were outstar.sing in 19657 

2) These are your schedules. Please tell me 
whether they were creditors whose debts were outstanding 


in March of 19657 


| 
| 
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A This was prepared with the help of my counsel and 


I assume so. 


| 


Q Did you give counsel the informaticn? | 


A I assisted. Much of it was taken from the litigation 
files and records that were available to u&. 

Q Is that a true and correct list? 

To the best of my knowiedge it is. 

Q Doege that list set forth the dates of the 
indebtedness? 

A It does. 

Q For example, does it correctly set forth chat 
there was due to Michael M. Berlin the sum of $4,000 
on a liquidated debt {incurred on November 13, 19617? 

A It does. 

Q And does it, for instance, correctly set 
forth that a judgment had been obtained against you by 
the Trade Development Bank for the sum of $50,000 on 
May 1962? 

A That is what it states. 

Q And do I correctly assume from a review of 
your schedules in bankruptcy and the debts which you 
have listed therein as undisputed and liquidated, that 
as of January 1963 you were indebted to Divers Creditors 


for approximately $275,900? 
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A The twce dates that ya: mentioned, I cannot comment 


on the others, are accommodation endorsements on notes 


+ 


by other parties. 
THE REFEREE: Whether they are or not, they 
are liabilities. 
THE WITNESS: They are liabilities but whether 
they are liquidated and undisputed, counsel listed 
chem under that section but I was an accommodation 


endorser. 


CH . 22 ~ 


Q Now, Mr. Martin -- 
In other words -- just a second -- in my view they 
not direct obligations of mine. 


Q Mr. Martin, did you advise your counsel which 


of the debts were disputed and which were not? 


4 
| 

| 
| 


A I did not advise my counsel, 

Q Did he refer to any records when he -- 

I aseume he did. 

Q Did you in your schedule mark as disputed 
those creditors whose claims you were disputing? 
A Yes. 

Q And did you mark in your schedules those 
claims which you considered te be unliquidated? 
A By unliquidated you mean the amount not known? 


Q What did you mean by the term unliquidated when 
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you had them so marked in your schedules? 
A Mr. Ruback, I did not mark the schedules un- 
liquidated or liquidated. These are form schedules 
and my counsel who was not too experienced in this 
field had to make an interpretation as to what that 
meant. 

We consulted on this and we listed as unliquidated 
debts debts that we could not determine the amount of, 
if any. 

As to liquidated debts we listed amounts where at 
least we knew what the claimant was claiming in terms 
of dollars despite whether it might = as an accowodation 
endorser, or whether it would be disputed or in litigation 
or paid by a third party. 

9) When a claim was in dispute as determined by 
either you or your counsel, was it so marked? 
A I believe so. 

Q Now, Mr. Martin, if you excluded all of your 


creditors whose claims you have marked as disputed, and 


ae unliquidated, would the balance still result in 
approximately $275,000 unliquidated claims as at 
January 7, 1963? 


A No. 


} 
| 
| 
| 
| 
| 
also excluded all of the creditors who you have noted 


oe ee == — 


: 
e 
; 

| 

| 
| 
| 
| 
| 

| 
7 


ee een 
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Q What would that balance be? 
A I don't know, but I would say to you that in 
January 1963 which is the first month, early in 1963, 
a schedule such as this could never have been prepared. 
I had no way of knowing at that time whether notes that 
I had endorsed as accommodation endorser would be paid, 
was being paid, the results of it. It was only in 1965 
that I first had any idea of what the status was. Some 
of these notes were not even due until after 1963. 
They firet went into default then. 

Q So did you know in March of 1965 what your 
unliquidated indebtedness was? 
A Only approximately. 

Q What was the approximation? 
A According te the schedules $275,000. Of course, 
there are cross duplications between secured creditors, 
unsecured creditors, and duplications of claims that 
fit into multiple categories which presented a problem. 
For instance, Tracon's debt was disputed by us, but it 
was a secured creditor, and so the question arose should 
I put i’ under secured creditor, should I put it under 
disputed or should I put it under both. So many of the 
lists are overlappiny and duplicated. 


Q Mr. Martin, I show you Trustee's Exhibit 34-B 
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which is a copy of your income tax return for the 
year 1962; is that correct? 
A (Witness examinee same.) Correct. 

Q When did you file that return? 

1965, September 16. 

Q Of 19657 

Correct. 

Q Sir, I refer you to the scredule relating to 
interest payments during the year 1962 and ask you to 
tell me how much you claim as a deduction for interest? 


A For 1962? 


Q That's right. 


$69 ,644., 

Q And did that iaclude interest to various banks? 

$3,240 to banks. 

Q Did it include interest to Tracon? 

Yes, $36,730. 

Q Sx that ag at September 1965 when you filed 
this return you were aware, were you not of the amount 
of your indebtedness as at the end of 1962? 

MR. GARTLIR: I don't think I quite get this. 

T would like to have it clarified. 

MR, RUBACK: 1 withdraw the question. 


You testified a moment ago that you paid during 
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the year 1962 the sum of $69,644 in interest. Was that 
money actually paid? 
A That is correct. 
Q Is that a true statement? 
I hope so. 
Q What do you meam when you say you hope so? 
It is supposed to be a joke, Mr. Ruback. 
THE REFEREE: I understood what he meant, 
otherwise he has a false return to the Governma. t. 
That ig what he meant. Don't jump him for a little 
thing Like that. 
MR. RUBACK: I didn't intend to. I apologize. 
DIRECT EXAMINATION 
CONTINUED BY MR. RUBACK: 


Q Mr. Martin, was the indebtedness for which 


you paid interest during the year 1962 repaid by 


November 19637 
A A large portion of it had been liquidated. 
Q Yow much? 
have no way of knowing. 
THE REFEREE: By liquidated, you mean paid? 
THE WITNESS: Paid. 
Go ahead. 


would say several hundred thousand dollars. It 
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is obvious to anyone looking at this that most of these 
interest payments were to Tracon Corporation, Max 


Jacob, Ltd., which were factors who held securities, 


notes receivable and bonds as collateral. 


As they sold these out during adverse market 
conditions, the loans and indebtedness that might have 


been reflected by such large interest payments were 


reduced substantially. 

2 Sir, you did have a separate schedule marked 
Schedule A-5, accommodation paper, in your schedules 
in bankruptcy, did you sot? 
A That is correct. 

Q And you did have a separate schedule for those 
creditors which held security marked Schedule A-2? 
A That is correct. 

Q So that there is no misunderstanding, when I 

asked you the question before about the undisputed 
and unliquidated claims as of January 7, 1963 I was 
referring merely to those which are reflected in 
Schedule A-3, end I again ask whether as of January 7, 
1963 there were stiil due to those creditors approximatel 
$275,000 as liquidated and undisputed? 
A In 1963? 


Q As at January 7, 1963. 
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A No. This is as of March 1965. The only reference 
to the dates listed there is the date that the 
indebtedness or purported indebtedness occurred. 

Q Mr. Martin, as at November 13, 1963 -- 

A Excuse me. Can I confer with my counsel for just a 
minute? 
THE REFEREE: Yes. Let's take a recess. 
(Recess taken at 3:15 o'clock p. m. and 
hearing resumed at 3:30 o'clock p.m.) 
THE REFEREE: All right, let's go ahead. 
MR, RUBACK: Mr. Referee, I withdraw the 
last question of this witness and 1 would like 
to put Mr. Lautt on the stand. 
THE REFEREE: Wait a minute. He is entitled 
to examination. 
CROSS EXAMINATION 
BY MR. GARTLIR: 

Q Mr. Martin, trustee's counsej, has questioned 
you regarding three certain applications for credit, 
the Chase Bank, Bankers Trust and Beneficial Finance, 
and I ask you first, if you will please, Mr. Martin, 


what were the circumstances of the application for credit 


in the Chase Manhattan Bank; what was the nature of 


this loan? Would you tell the Referee that, please? 
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A The firm of Max Jacob, Ltd. who were stock factors 
had advanced money to me personally on securities. 
They banked at the Chase Manhattan Bank, Pennsylvania 
Station branch. 

When they had liquidated the eecurities held 
against my loan there was a net deficit in the account. 
Mr. Jacob went to his bank, the Chase Manhattan Bank, 
at which I did not have an account, or never had an 
account at, and because he owed the bank a substantial 
amount of money from having borrowed money to lend to 
people such as myself on securities, he was trying to 
work cut a program whereby his creditors came Co the 
bank, took loan applications -- 

THE REFEREE: His debtors. 


THE WITNESS: His debtors, I am sorry. 


A (Continuing) And when the loans were granted the 


debtore would endoree the proceeds of the loan to the 


Chase Manhattan. 


The effect of these transactions and this 
transaction in particular was to cransfer to m@ an 
indebtedness that the Chase Manhattan had only with 
Max Jacob, Ltd., so in effect now they not only had 
Max Jacob, Ltd. as an unsecured creditor but they elso 


had Robert Martin on this particular loan, and the bank 
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felt that with installment payments of small amounts 
each month that some of the indebtedness coule be 
liquidated to the extent that any of the installments 
might not be paid they still would be ahead by the 
amount of instaliment payments that were made. 

I went to the Chage Bauk, the loan was all arranged. 
Il filled out three applications in total. The first one 
failed to pass through because Robert A. Martin 
Associates, Inc. had some publicity about being cited 
for net capital and it had been picked up by the Chase 
loan committee or the office downtown and put in the 
file. 


Then there was a meeting held where they explained 


that this was not a new loan but in effect really a co- 


signer, an additional persen going on a loan of Mex 
Jacob. 

As of this time there was a second application made 
on which there was a rider attached listing some of 
the lawsuits and obligations that I had at that time, 
and thac one was rejected. 

On this one they simply said to put down some of 
your bank debts and just put it down and it would be put 
thrcugn. 


{HE REFEREE: The net effect of this was that 
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the bank did not advance any cash. 

THE WITNESS: No, I got no money from them. 

THE REFEREE: Neither did Jacob. What happened 
was they just reduced his debt by that amount. 

THE WITNESS: Correct, and ne remained con- 
tingently liable in case f did not pay che 
installments, and to the extent that J made about 
12 payments to the bank it was not a bad plan. 

THE REFEREE: ‘They we-e ahead. 

THE WITNESS: They were ahead. 

CROSS EXAMINATION 
CONTINUED BY MR. GARTLIR: 

Q Can you tell us the significance of the words-- 
1 don't know that you did in your direct testimony --° 


written across the place where you were supposed to 


list your obligations and debts -- what are those words? 


A "ret it stand." I can only give my opinion as to 
this and it has been several years but I aseume any 
person that owes another bank $60,000 unsecured would 
not be a good risk for a $4,000 loan. 50 ordinarily 
1 guess on the face of it they would reject me but they 
wanted it to go through so they put “leave it alone." 

Q Ie that the reason, Mr. Martin, there were no 


obligations listed in that space? 
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A On this applicatior. By the way, even the date 
indicates there had been prior applications because 
the date has been changed and crogsged.iout several times. 

Q With respect to the application to the Bankers 
Trust Company, Exhibit 36, to which the testimony has 
referred, I call to your attention, and let the record 
indicate that there are no entries made, none cz other- 
wise, that is the word ‘None"” does not appear here 
with respect to other obligations of the borrower, is 
that correct, Mr. Martin? 

A Correct. 

Q Will you explain cto the Referee the circumstance 
of the making of that application? | 
A Thig loan is almost exactly the same as the 


previous loan. 


with this bank for about $7500 against stock which re- 


| 
Through one of my factore I had a collateral loan | 


quired no application. When the market collapsed the 
stock became worthless and the bank now had a stale 
loan on its books. 

The loan officer wanted to try to recover something 
and at the same time tried to work with me hoping that I 
could stay in business, which 1 was crying to do. He 


suggested first getting the collateral loan off hé4e@ books 
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and he would put through this application which would 
give me an installment loan. I endorsed the check of 
this loan to get the collateral loan off the books and 
I began payments on this loan. Again, to the extent 
that several payrents were made the loan was reduced 


and I think the final balance can: down to one or two 


Q Did they call that an exchange loan? 
A A Continuation of the first loan. A new form of 
payment. When these loan offices make a mistake, 
as they did in lending me the money -- they become 
worried, they are reviewed, they are criticized, and 
they want to go along with you and get rid of something 
that became stale, and they want to get ‘it off their 
books and try some other form of payment. 

Q With respect to Exhibit 37, the loan application 
to the Beneficial Finance Company -- 


A The Beneficial is a sad story. This loan was 


| 
i 

| 

| 

| 

| 

| 

| 

thousand dollars. I don't recall exactly. | 
| 

| 

| 

| 

| 

| 

| 


taken by an employee of mine, Kenneth Finochiaro. He 

had a loan and when I had to discharge him as an employee 
he could not make the payments to them. I in effect 

came to Beneficial and became what they call a co-maker 
or co-endorser. They took me and I endorsed it and 


got him relieved of his obligation, and I think this loan 


320a 
Martin-cross 301 


was either repaid in full or reduced to practically 
nothing. I think this loan was repaid in full. 

Q Did you tiave any conversation with the bank 
officer in regard to filling out this application? 
A There are two pages here, two front pages which I 
do not have here, they ask "Do you have a home", "Do 
you have a mortgage against it'' -- there is more to it 
than just this. This was just like the last page. 
This again was filled out to the extent chat they asked 
me to, and when I started to teil them how many creditors 
I had they said just list other finance: companies, and 


I don't recall, perhaps banks, and they wanted me ag a 


. ‘ > 


coemaker on this Loan. 


THE REFEREE: They had nothing to lose. 


oe 
e 
| 
3 
| 
it 
. 
a i} 


They were not advancing any money. You just came 
in and you were joining in as a coemaker. 

MR. GARTLIR: And that is the reason those 
applications were made that way. 

THE WITNESS: And that is why they were in a 
short period of time like that. 

MR, GARTLIR: That's ail. 

THE REFEREE: Anything further? 

MR. RUBACK: Mr. Referee, I think chat this 


Court would recognize in view of the teatimony given 
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today it would be incumbent upon me to subpoena -- 

THE REFEREE: I am not going over. We will 
finish this case. I was going to give you an 
adjournment based on technical grounds -- 

MR. RUBACK: May I complete my statement? 

THE REFEREE: You just listen tm «2 a moment. 
This case started May 19, 1969. Now you just go 
ahead and finish it. 

MR. RUBACK: May I at leust for the record 
make my statement? 

THE REFEREE: Make your statement on the record. 

MR, RUBACK: In view of the testimony given 
by the witness today which I do not want to 


characterize -- 


| 
THE REFEREE: You had better not characterize it, 


t 


MR. RUBACK: In view of the fact that he has 
named certain people with whom he had alleged 
conversations at the Chase Manhatten Bank and 
the Bankers Trust Company, I think that a short 
adjournment merely for the purpose of subpoenaing 
those people and putting them on the stand for the 
purpose of ascertaining whether the badkrunt has 
given truthful testimony today is important. 


THE REFEREE: Let me have the first meeting or 
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the 21a examination transcripc. 
MR, RUBACK: This one? (Exhibiting same.) 


THE REFEREE: Yes. A3 long as you are going 


to make a record, let's make it now. 


Are you finished with your statement? 

MR. RUBACK: Yes, your Honor. 

THE REFEREE: The Court wants Co make a 
statement. 

The first meeting of creditors in this case 
took place March 22, 1965, seven years ago. 

That it was adjourned from time to time and 
Mr. Martin was examined here at the adjourned first 
meeting for 334 pages of transcript. 

The specifications here were filed on 
December 2, 1968. They came on for a first 
hearing May 19, 1969. Hearings have oeen held 
from time to time and as of the last hearing 
there were 268 pages in the transcript. 

I decline to grant any further adjournment 
on the ground that to grant guch adjournment 
would be nothing more than herasement of this 
bankrupt. 

There has been every possible opportunity given 


to the objectant Co examine, to have pre-trial 
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examinations, to have 21a examinations, to have 
examinations at the adjcurned first meeting. There 
was absolutely no excuse to ask for further 
examination at this time. I insist that this case 
be brought to a conclusion this afternoon. 

Now, proceed, 

MR, RUBACK: Now, your Honor <= 

THE REFERFE: I do not want to hear any more. 
I want you to proceed. 

MR. RUBACK: I will. 

May I ge off the record? 

THE REFEREE: I want you to go ahead. 


MR, RUBACK: All right. 


1 

| 
5 | 
— 
4 
| 


| 
| 


No further questions. 
THE REFEREE: You may step down. 
(Witness excused.) 


MR. RUBACK: I call Mr. Lautt. 


SIlIOHREY Cc. LAU ft. recalled as a 
witness by the Trustee, having been previously 
duly sworn by the Referee, was examined and 
testified further as follows: 

MR. RUBACK: Will your Honor permit me two 


sentences? 
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THE REFEREE: Even three. 

MR, RUBACK: I think, Mr. Referee, and in 
the presence of Mr. Gartlir I state that these 
adjournments were not always at tne request of 
the attorney for the trustee -- 


THE REFEREE: I know, both sidea. 


I always have had and will have a high regard and 
respect for the Court. There wag never any attempt 
to harass this witness. 

THE REFEREE: I didn't say that. 

MR, RUBACK: You said you would consider it -- 

THE REFEREE: I said any further adjournment 
would be considered as harassment. 


MR, RUBACK: I simply -- 


| 
| 

| 

| 

| 

| 

| 

| 

| 

| 

MR, RUBACK: Furthermore, your Hunor, you know 
{ 


THE REFEREE: You disagree with me. That's all.| 
I said any further adjournment would constitute 
a narassmenct. 

Of course, you have respect for the Court and 
the Court has a lot of respect for you, but that 
has nothing to do with wnat is nappening here. I 
just feel it has gone far enough. 

mR. RUBACK: I had no way of knowing that he 


would name people with whom he had conversations. 
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THE REFEREE: Things have to come to an end. 

If you had properly examined him about these 
statements you would have probably found out about it 
MR. RUBACK: In his prior testimony he never 
made those statements, he never mentioned those 

name 6. 


THE REFEREE: You never asked him about them. 


Now, let's go ahead. 
DIRECT EXAMINATION 
CONTINUED BY MR. RUBACK: 
Q Mr. Lautt, have you examined Schedule A-3 of 
the schedules in bankruptcy filed by this bankrupt? 
A I have. 


Q And have you computed the total of those 


creditors whose claims were listed by the bankrupt as 


v 


liquidated in said schedules? 
A I have, 

Q And do you have the numbers of those claims 
which have been marked by the bankrupt as liquidated «as 
at January 1963? 

A Yes. 

Q Will you please read quickly the numbers of 

those listed in Schedule A-3 as representing creditors 


whose claims were liquidated as cf January 7,1963? 
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A TI will read off 25 numbers: 4, 5, 7, 14; 17,23, 28, 
29. 30. 36, 40, 6h,.47, 32, 53, 33, GL, 67,-69, 72, 72, 
e3, G6, 90, 


THE REFEREE: What do those numbers represent, 


a 


Mr. Lautt? 


THE WITNESS: They are the numbers alongside 


THE REFEREE: The obligaticns are put in 
numerical order? 


THE WITNESS: In numerical order. 


THE REFEREE: And these numbers represent the 


number assigned to each creditur? 


THE WITNESS: In Schedule A. 


Q Those numbers represent the obligation of 


A That's right. Well, they represent the liabilities 


to creditors whose claims are liquidated and which 


} 
| 
| 
of the obligation. 
| 
j 
| 
| 
| 


1 obligations arose before January 7, 1963. 
20 Q What is the total of those obligations? 
A $278,555.84. 
MR. RUBACK: No further questions. 
| MR. GARTLIR: I have no questions. 
THE REFEREE: You may step down. 


i > 
| 


(Witness excused.) 


creditors whose claims were liquidared as at January 7,1963? 


| 
| 
| 
| 
| 
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THE REFEREE: Anything further on that 
specification? 

MR, RUBACK: No. 

THE REFEREE: That concludes it. I want 
to clarify this -- as I understand it we have tried 
and the parties reated -- 

MR. GARTLIR: I don't think we tiave. That 
is the trustee's case. 


THE. REFEREE: On page 267 both sides rested 


on specifications 1 and 2. 


MR. GARTLIR: That is correct. 

THE REFEREE: And all other specifications 
were withdrawn on page 268 except 5-J. 

MR. GARTLIR: That ic right. 

THE REFEREE: Now counsel for the trustee 
has just reetéd on specification 5-J. 

Now, trustee resets. 

MR. GARTLI.:: I would like to be very brief on 
a motion before I put any testimony in, if I put 
any in. 

I move to dismiss so much of the objections 
as relate to paragraph 5-J in this regard: this 
particular objection relates to the allegation 


that a criminal offense has been committed in that 


Rese 
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the bankrupt has allegedly made false oath in the 
2la proceeding regarding applications made to 
financial institutions containing certain informa- 
tion. 

It seems quite clear from the trustee's own 
case together with the cross examination of the 
bankrupt himself, the following: 

The applications when made were made in a 
manner and in form at the direction of the bank 
officer who was in charge of that application. 

Further, in at least one instance, the loan 
that was made was a substitution or I should say 
an extension of a gollateral loan for which other 
information had deen furnished and as to which 
no testimony has been adduced. 

More specifically it has been made clear 
from the bankrup/'s testimony and conceded that 
the answers given to the questions on the financial 
questionnaire and statement were given in a manner 
that the bank officer directed. 

Now, what is being claimed here is a false 
oath with respect to answers given at a time when 
they were known to be false or given for a purpose 


that wae not valid. 
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The bankrupt has testified that the answers 
were given in a way that the bank required them, 
so that if there is any falsity in the answer, 
and I state the word loosely, it is in a connection 
where the bank itself directed that the answer 
be given that way, and that seems to be conceded. 

With respect to the other claim that is 
being made with regard to liquidated debts, Mr. 
Lautt's testimony is really not relevant because 
the bankrupt testified, and it is now quite 
understandable, that even if that were not so, 
the amount of the liquidated debts specified to 
be $278,000 was not known to be liquidated debts 
to the bankrupt until the time when he came to 
file hia schedules, namely, in March 1965, and 
the reason for that is, as he explained, and under- 
standably, that the unliquidated nature of most 
of his obligations ena the contingent nature of 
the others, he was not in a position frankly to 
specify what debts were or were not liquidated 
in 1963, and he said he could not even then have 
given any statement ag to all of his debts in 1963, 
end that he gave a statement of his debts in 1965 


in connection with these schedules as best as he 
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could then, from hindsight, that is from knowledge 
that he acquired between 1963 and 1965. 

In essence, where the bankrupt is being 
accused in these specifications of making false 
oaths, it seems to me that the burden upon the 
trustee of establishing that such false oath 
was made must be of such nature that it is clear 
that the bankrupt took advantage of some one in 
his application, committed a false act that was 
knowingly false, and I suggest your Honor there 
is no evidence in the record of that, and I move 
to dismiss. 

THE REFEREE: 1 think you have missed the 
point. 


I will take your motion and reserve decision 


He is not being accused by specification 5-J with 


| 
on it, but I think you missed the point completely. | 
| 


having made a false financial statement. 

MR. GARTLIR: I understand that. I said 
false oath. 

THE REFEREE: Not a false oath in the financial 
statement. 

MR. GARTLIR: A false oath in the 21a. 


THE REFEREE: He is being accused as follows: 


] 
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that he was asked in the adjourned first meeting 
whether the answers contained in these applications 
were true and he said they were. Now, this 
statement that he made they claim was wilfully 
false, and that is the question. 

I am not concerned really whether he got a 
loan or didn't get a loan or whether he was a note 
co-signer or not, or whether he got credit or 
did not get credit. If that were the case, if 
the specification was that he obtained credit by 
means of a false financial statement -- that is 
not the charge. All I have to do is to look into 
and see whether he knowingly and fraudulently 
on this examination said that the answers to the 
application for these loans were true. In other 
words, when he was examined did he ther know that 


the answere were false and did he lie when the 


trustee said to him were they true. That's all. 


That is the. whole point. 

MR. GARTLIR: I think I am aware of the point, 
unless I be misunderstood, and let the record 
believe that I have not understood the point. I 
believe I am specifically aware that the falsity 


or the truthfulness of what he said in 2la ia the 
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issue before this Court. 

THE REFEREE: Therefore, it is not important 
to me whether the banks told him to make the 
insertions or omit something from the statements. 
That would be very important if it was a case of 
false financial statenent, and then that would 
go to the question of reliance, and that is 
something else again. 

Supposing the bank said to him "Put dow no 


creditore". In other words, make a false financial 


statement, just say no and it will be okay, and 


he writes the word no. Well, that would lick the 
bank if they filed specifications on the ground 
that he issued a false financial statement. 

But now he is asked a couple of years later 
on an examination whether the answers he gave 
were true, and now, that is something else again. 
Whether he was told to put in and whether the bank 
knew it was false was not the question. The questio 
is did he know it was false, and that is all. 

MR. GARTLIR: On that narrow point yes, and 
I understand that, and what I am suggesting to you 
is that if the bank did in fact say answer the 


question this way, and he did, namely, omitting his 


creditors, and he thereafter under oath in 2la 
was asked "Did you give a true answer to that 
question" and he said "T did give a true answer 
to that question", I am suggesting to your Honor 
in effect he gave a true answer. 

THE REFEREE: That is something else. 

MR. GARTLIR: Because the application itself 
is conditioned upon what was told him at the time 
and as men 2f the world we have to understand 
theve is a difference if the bank said to him 
"you answer that truthfully" and he did and then 
here he said “Yes, I did answer truthfully”, I 
think that is a completely different case, and a 
clear case. 

THE REFEREE: The question put co him was "Were 
the answers true" and the fact of the matter ig -- 
it may have been, I am not deciding it -- that they 
were untrue. They may not have been false, and 
that the bank knew about it it would not be a false 
statement because falsity indicates intent to 
deceive. If the bank told him to do it there was 
no intent to deceive and it was not a false statemen 
but it still may be an untrue statement. That is 


the question now. 
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MR, GARTLIR: What is the significance of 
an untrue statement made in the context where it 
was known to be untrue? 

THE REFEREE: What I have to decide is what 
was in this bankrupt's mind when he was asked the 
question on his examination and if what he had in 
mind was that it wes true in that he was told to 
say it and therefore he did not intend to lie on 
his examination, that is one thing. I will have 
to search now into the testimony and into his mind 
to see what he meant when he gave the answer to the 
trustee. Did he mean to lie to him or did he not. 


That is the question. 


| 


MR. GARTLIR: I have read the 2la examination --| 


THE REFEREE: It says knowingly and fraudulently 
and that is going to hinge on that, whether it was 
fraudulently. Knowingly, I think he knew what the | 
situation was. Fraudulently is another thing whe ther, 
he intended to deceive the trustee or not. I will | 
have to decide that. 

Have you any testimony? 

MR. GARTLIR: Excuse me, your Honor. 

THE REFEREE: Off the record. 


(Discussion held off the record.) 
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THE REFEREE: That is one of the reasons I 
did not think it was so important for you to bring 
these men down. 

MR. RUBACK: I now understand, your Honor. 

THE REFEREE: It does not seem to make much 
difference tc me one way or the other. The question 
was what was in his mind when he testified. Did he 
deliberately lie to you. That is the question, 
not what happened then. 

MR. GARTLIR: I think the record should also 
indicate with respect to the 2la examination it 
does not appear that this witness was afforded 
the opportunity of seeing chose documents as Co 
which he was being examined. I think there is some 
significance to that, Mr. Referee. 

THE REFEREE: I don't know. There is no 
testimony before me. 

MR. GARTLIR: It is in the 2ia examination. 

THE REFEREE: It is an adjourned first meeting. 

MR, GARTLIR: Excuse me, adjourned firat 
meeting. 

THE REFEREE: What is in there, that he did 
not examine what? 


MR. CARTLIR: The answers as to which falsity 


| 
| 
| 
| 
| 
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is claimed were given in response to questions 


concerning these documents which were produced in 


court. 

THE REFEREE: Wasn't he shown those documents 
at the time? 

MR. GARTLIR: No, the record does not indicate 
that he was shown those documents. There is no 
indication of anything having been shown the 
witness, so that there is the further complication 
of testing the witness' memory as to whether he 
did or did not -- 

THE REFEREE: Do you want testimony on that or 
do you concede on this examination he was not 
shown those documents? 

MR. RUBACK: I will make no such concession, 

THE REFEREE: Let me look at it. What page 
was it? 

MR. RUBACK: I read from page 90, your Honor. 

THE REFEREE: Let me look at it. (Examines 
transcript.) 

If it was marked the record would show it. 

It dnes not appear that you showed him anything. 
He said he might have giwen Beneficial a statement. 


MR. GARTLIR: Y alsc call your Honor's attention 
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and again, I am meking argument, and I realize it, 
the testimony with regard to the Chase Bank which 
you are addressing yourself to now, it is my 
recollection it was identical with the testimony 
given in court today, in fact, with reference to 
the bank officer who authorized these statements 
and I submit your Honor, there was consistency 
in the witness’ statement -- 

‘WE REFEREE: Do you want to introduce any 
testimony at this time? 
MR. GARTLIR: No, your Honor. 
THE REFEREE: Do you rest? 
GARTLIR: I rest. 
REFEREE: Both sidea rest? 
MR, RUBACK: Yes, 
THE REFRREE: That concludes the case. 


Do you want to submit any memorandum? 


{ 
| 
| 
MR. GARTLIR: I would like to have an opportunity 


to submit at least one further submission, either 
it will be a memorandum or a summary of some kind 
and I would Like a reasonable time to do that. 

THE REFEREE: How long? 

MR. GARTLIX: Possibly as much ag four weeks. 


THD REFEREE: Well, we waited this long, nothing 


will happen. 
MR. GARTLIR: It is a substantial record. 
THE REFEREE: Off the record. 
(Discussion held off the record.) 
MR. RUBACK: I would like to the end of April. 
THE REFEREE: Let's put it this way: exchange 
memorandum er whatever you want to by che 30th of 


April and then ten days after that which would be 


the 10th of Mayto reply. 


(Hearing marked closed.) 


Direct b: Cross by 
Witnesses Mr. Ruback Mr. Gartlir 
Robert A. Martin 271 295 
Sidney C. Lautt 306 
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DECISION ON DISCHARGE 

APPEARANCES : 
LEVY, LEVY & RUBACK, ESQS. 
By: ROBERT I. RUBACK, ESQ., of Counsel 
Attorneys for Trustee 
BARTON NACHAMIE, ESQ., Trustee 
HOFHEIMER, GARTLIR, HOFHEIMER, 
GOTTLIZB & GROSS, ESQS. 
By: BERNARD GARTLIR, ESQ., of Counsel 
Attorneys for Bankrupt 

ASA S. HERZOG, REFEREE: 

The trustee in bankruptcy filed specifications 
of objections to the discharge of the bankrupt. All 
specifications, except those designated "1", “2” and "50" 
were withdrawn. (SMP 308) 

Specification 1 charges that the bankrupt failed 
to keep books of account or records from which his financial 


condition and business transactions might be ascertained. 


Bankr. Act §14c(2). 
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Specification 2 alleges that the bankrupt. failed 
to preserve books and records from which his financial 
transactions might be ascertained, specifying receipts, can- 
celled checks, check books, bank statements, records of 
transactions involving stock and negotiable instruments, etc. 
Bankr. Act §14c(2). 
Specification 5J charges the commission of an 
offense punishable by imprisonment ate Title 18 U.S.§152 
in that bankrupt knowingly and fraudulently made false oath 
at his examination at the first meeting of creditors when 
he testified that he gave truthful answers to various applica- 
tions for loans whereas in truth and fact his answers to 
questions in said applications relating to statements of 
income, assets and liabilities, were false. Bankr.Act $14¢c (1). 
The trustee devotes a goodly portion of his memo-— 
randum of law to specifications "3" and "4" both of which 
charge that the bankrupt has failed to explain satisfactorily 
a loss or deficiency of assets to meet his liabilities. As 


noted above, however, the trustee withdrew all specifications 


but "1", "2" and "57", and consequently, such specifications 


will not be considered.* 

— o - E 

* Trustee rested on specifications “1" and "2" (SMP 157,168). 
He withdrew all remaining specifications except specifica- 
tion "5g" (SMP 286). 
Trustee rested on specification "53". (SMP 308). 
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After v...e rather lengthy trial'c the issues raised 


by these specifications was concluded, the trustee sought ; 
leave to withdraw his objections to discharge, candidl; dis- 
closing an offer by a third party to pay a substantial sum 


of money into the estate. By memorandum decision dated 


October 10, 1972, I reluctantly denied the application, holding 


that if the bankrupt committed no act to bar his discharge, 
he was entitled to and would be granted his discharge, but 
“if he @id commit such an act, public policy required that 
discharge be denied. It is the clearest intent of the Bank- 
ruptcy Act chek perenne of undesirable business ethics are 
not to be “turned loose to prey on their fellow mrdwanin® 
Matter of Levy, 127 F.2d 62 (3a Cir.1942). 

On March 4, 1965 the bankrupt filed a voluntary 
petition in bankruptcy. In his statement of affairs, filed 
herein on September 9, 1966, he stated that his occupation 
was "Business Broker"” and that he had commenced such business 
“about January 1963". His sole income for the two years prior 
to bankruptcy was set forth as “fees as a business broker 


which amounted to $13,570.00 in 1963, and $15,000.00 in 1964. 
$? - 


* The bankrupt's explanation of the term "Business Broker" 
is “one who introduces people to possible mergers and 
acquisitions"; “introduces people for loan transactions"; 
“picking up finders fees". (SMP 232) 


This Y ‘aly presents an sorekerietire vs the 343e 
bankrupt's financial activities. His testimony was that he 
had been engaged in the purchase and sales of “millions of 

deen" of securities for his personal account as a trader 
in securities, (SMP 246). 

The bankrupt owned an 80% interest in Robert A. 
Martin Associates, Inc., a registered broker-dealer, dealing 
in the purchase and sale of securities. While transacting 
securities trades for his own personal account, the bankrupt 
often used the corporation as a broker for his own personal 
ice. (SMP 190) 

The bankrupt was financed by Tracon Corporation 
and Century Industries, Inc., companies in which he had no 
financial interest. (SMP 188) These companies were in fact 


the bankrupt's "bankers" or "factors" (SMP 190) in connection 


with the purchase and sale of securities. They acvanced money 


2 


for the purchase of securities carried for the account of 

the bankrupt and advanced money which he loaned to other 
companies that “might go public in the future through Robert A. 
Martin Associates, Inc." (SMP 187). These two corporations, 
Tracon seit Century, are ifwo of bankrupt's largest creditors © 
whose claims total almost 70% of all claims filed in this 


proceeding. (SMP 186) 


3 
The bankrupt's schedules indicate liabilities 


of $1,400,439.64, involving transactions dating back “a early 
as April 1960, with many obligations having arisen in 1963 

and 1964. The bankrupt's company, Robert A. Martin Associates, 
Inc., ceased doing business with the public in 1962 (SMP 208). 
They were "out of business". (SMP 217). Thereafter, the 
bankrupt was engaged in assisting that company in liquidating 
its affairs. 


™. 
I have discussed the nature and extent of the 


bankrupt's financial activities because of the rule that books 


ana records must be kept in a manner appropriate to the 


bankrupt 's business. Each case must stand on its own facts, 
and where the bankrupt was er in many transactions of 
an extensive nature, "a substantially accurate and complete 
record of his affairs is a prerequsite to his discharge". 
Matter of Underhill, 82 F.2d 258 (2d Cir.1936). The bankrupt 
is required to produce such records as are ordinarily kept 
by a person doing the same kind of business. What will 
justify failure to keep adequate records depends on how ex~ 
tensive and complicated the bankrupt's business is - "a 
cobbler will succeed with much less than a manufacturer”. 


White v. Schoenfeld, 117 F.2d 131 (2d cir.2941, « 


pense ps teEBEane meee ame eR RNR va 
es “NIE EE veer men 
ae sap 0 SA At AIRE ERA OR A EN TE IT : 
a : so SO A EY EE EE CLOT A TEER AACE RAR I AEE 
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Wich thesé general principles in mind, I consider 
the facts presented in the case sub judice. 
We start with the fact that although as a trader 


in securities the bankrupt dealt in millions of dollars, he 


kept no ledger of purchases and sales of securities or any 


journal thereof. (SMP 24,248). It is true tnat there may be 


records which are not books from which a bankrupt's financial 
condition and business transactions for a reasonable period 
in the past may be ascertained. Matter of Underhill, supra. 
Thus, it became necessary to examine what records were kept 
by the bankrupt:, what they disclose, what they fail to dis- 
close, and what records, if any, which would furnish the 
required information are missing. 

The trustee's certified public accountant testified 
that ke had examined income tax returns, check books and 
duplicate deposit slips for the years 1960 to 1965, inclusive, 
of thirteen banks.” He also received and examined a package 
of miscellaneous money orders for 1963, 1964 and 1965, folders 
of brokerage statements and confirmations, folder of trans- 


actions between bankrupt and Tracon Corporation for 1961 and 


Fe LS eS Cee TUL MOH DE MONE hehe nine ior err meetin 

* American Trust Co., Chase Manhattan Bank, Chemical Bank, 
Marine Midland Trust Co., Federal Bank and Trust Company, 
Bankers Trust Co., Hanover Bank, National Newark and Essex 
Bank, National City Bank, Kings County Trust Co., Trade Bank 
and Trust Co., Manufacturers Hanover Trust Co., and Royal 
State Bank. . 


re a 
to dividends, an account current with Tracon (3/8/61-1/31/62) 
- and a running account with Tracon (7/7./60-1/9/62) . He also 
examined the records of Robert A. Martin Associates, Inc. 
However, certain essential records were missing. 
The bankrupt testified that his records were placed in a. 
warehouse and that he instructed the warehouse to turn all 
records over to the trustee. He claims that through no fault 
of his certain records were "lost in transit". (Bankrupt's 
Post-Hearing Br.p.14). He argues that he vatiatios the 


statutory requirements by turning over all books and records 


“over which he had control". (Bankrupt 's Reply Br.p.5). 


These arguments will not hold water. This proceeding is not 
a turnover proceeding where the limit of bankrupt's liability 
would be che surrender of such books and records as are in 
his possession or under his control. This is a proceeding 
relating to the bankrupt's discharge, and the entire. thrust 
of the inquiry is whether the bankrupt's financial condition 
and business transactions can be ascertained from the books 
and@ records which the bankrupt kept and preserved. It is 
true that under the statute the court may deem the failure 

to keep or preserve the necessary books and records "to have 


been justified under all the circumstances of the case". But, 
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under all of the circumstances of this particular case, there 
is any justification for the absence of records which leave 
such a large gap.in the bankrupt's financial transactions. 

The bankrupt did not turn over check books and 
ledgers for 1960. — following bank statements were not | 
produced: American Trust Co., Manufacturers Hanover Trust Co., 
Bank of Bellwood, Franklin National Bank of Long Island, 
Bankers Trust, Orange Savings Bank, East River Savings Bank. 
No checks were produced for the accounts at Bank of Bellwood, 
Orange Savings Bank, Bankers Trust Co., Franklin National 
Bank of Long Island, East River Savings Bank. Some records 
of Chemical Corn and Royal State Bank were produced; others 
were not. (SMP 65-66). 

Statements were made available for the account at 
Kings County Trust for the periods August 31, 1960 to Nov. 30, 
1960; December 30, 1960 to March 30, 1961, and for October 
ana December 1961. The statements for the interim periods 
between those dates were missing. Missing elso were state- 
ments of the First National City Bank account and records of 
the Greenwich Savings Account, as well as papers relating to 


transactions between the bankrupt and Century Industries, one 


of the bankrupt's so-called “bankers”. 
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Tt is not -necessary to go into further detail as 
to missing records, for the foregoing recital is but a 
prelude to the accountant's testimony as to precisely what 
financial information was unavailable from the records 
produced by the bankrupt. 

For the four years, 1960 through 1963, the records 
made available by the bankrupt indicate deposits of : 
$3,430,301.83. Of this sum, the trustee's accountant was 
wee to identify the source of but $189,711.51, and was 
unable to ascertain the source of $2,825,817:: 

For the years 1960 through March 1, 1965, checks 
were produced which aggregated over $3 million. Because of 
missing records, the accountant was unable to determine the 
nature or purpose of checks aggregating over $2 wivatanes 
Of these undetermined payments, $133,034.34 represent checks 


payable to cash, and $20,800 (issued in 1960) checks payable 


to and cashed by the bankrupt. 


The following tables graphically demonstrate the 


deposits and withdrawals by the bankrupt for the years in 
question as well as the information relating thereto that is 


unavailable. 


- YEAR 
1960 
1961 
1962 
1963 

_ 1964 


1965 


YEAR 
1960 
1961 


1962 


DEPOSITS 


$ 437,450.58 
1,518, 705.17 
1, 306,227.93 


167,918.15 


TOTAL CHECKS 


S$ 413,319.99" 


1,379,625.61** 


" 1,181,492.15 
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DEPOSITS 


NATURE AND SOURCE 


IDENTIFIABLE 
22,979.45 
166,307.06 
414,773.62 


‘425.00 


WITHDRAWALS 


NATURE 
UNDETERMINED 


362,107.20 
1,071,461.31 


729,701.14 


NATURE AND SOURCE 
NOT IDENTIFIABLE 


414,471.13 
1,352,398.11 
891,454.31 


167,493.45 


$2,825,817.00 


CHECK TO CASH 


46,813.15 
56,581.16 


25,546.95 


1963 157,512.18 9,478.71 (Chase Manhattan and 


First National City) 
148,900.00 


11,483.25 10,594.10 4,093.08 


410.53 310,18 


$2,331,652.64 


en rrnmenniennnennnen nse mnsameenmneneeenesneseeenmmmnenmmannmaneemensnd 


* Excluding living expenses. 


** Cancelled checks for $22.° 829. were not found. 
Debit memos of $25,004.08 were not found. 
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Clearly, the pankrugtte records were slipshod and 
careless. In order to determine his business transactions 
the trustee's accountant was required to piece together the 
niceel laneous checks, statements and papers that were turned 
over. From these it could be determined that close to 
$3,500,000 were deposited from 1960 to 1965 of which the 
source could not be identified as to some $2,800,000:: 
During the same period the bankrupt withdrew from his numerous 
accounts over $3 million of which the nature and purpose of 
some $2,300,000 could not be determined:: 

The bankrupt was engaged in extensive trading 
transactions, buying and selling securities, and acting as 
a business broker. As iereinabove noted, he owned 80% of 
the company bearing his name which for a portion of the time 
period in question dealt in securities. The bankrupt's 
appearance before this court disclosed him to be a highly 


articulate man, with considerably more than average intel- 


ligence, and with an understanding of the securities industry. 


The statutory requirement as to keeping books and records 
eempietnties not a “reasonable man" test, but an individualized 
one, i.e., whether the particular bankrupt's conduct was 
justified, considering his particular background and education. 
[In re Sandow, 151 F.2d 807 (2d Cir.1947), Dissenting Opinion 


of Judge Frank]. The test of what constitutes adequate books 
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is concerned with the practical problems of what can be 


expected of the type of person and type of business involved. 
Morris Plan Industrial Bank of New York v. Dreker, 144 F.2d 
60, 61 (2d Cir.1944). 

Applying this test to the instant situation, the 
bankrupt's carelessness and loose practice in keeping and 
preserving adequate records cannot be condoned on the grounds 
of ignorance, illiteracy, nor on any thes recognizable 
ground, The bankrupt's claim that records vital for an under- 
standing of his financial transactions were lost in transit 
from the warehouse or otherwise @inapueared. is not acceptable. 
The duty to preserve such records is his and his alone ganat 
they are delivered into the custody of the trustee or his 
agent. 

The bankrupt urges that his financial condition and 
financial transactions may be ascertained ei examination of 
the books and records of Tracon Corporation and Century 
Industries, Inc. (his "bankers" or "factors" and his two 
principal creditors) and of Robert A. Martin Associates, Inc. 


Considering First Robert A. Martin Associates, Inc.: 


It may be true that where all of a bankrupt's significant 


transactions were on behalf of a corporation, whose books 
are admittedly adequate, personal records recording the same 


transactions could be said to be unnecessary. In re Halpern, 
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387 F.2d 312 (2d Cir.1968). By the same token, production 


of corporate records will not suffice where the bankrupt 


_engaged in substantial business not reflected on the corporate 


books. In re Muss, 100 ..2d 395 (2d Cir.1938). In Muss, the 


bankrupt claimed that he transacted most of his business 
through two corporations, and he argued that their books. 
sufficiently disclosed his financial condition and business 
transactions. -But it appeared that two-thirds of bankrupt's 
assets were outside his investment in the two corporations. 
The court said; 

"Assuming, therefore, that a bankrupt may 

satisfy his obligation to record his personal 

transactions by keeping them in the books of 

corporations which he controls (see In re 

Lepine, D.C. 4 F.Supp.808, aff'd 2 Cite, 

70 F.2d 1017) it does not appear that the 

corporate records the appellant has made 

available are adequate to descrihe his 

transactions". 

The same situation prevails in the instant case. 
The testimony very clearly establishes that Robert A. Martin 
Associates, Inc. had ceased doing business in 1962 and was 
in the process of liquidation. This is what marks the 
difference between the instant situation and that presented 
in In re Halpern, supra. Assuming that the bankrupt could 


properly satisfy his obligation to record his transactions 


by entries in the records of the corporation, there remains 
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$891,454.31 deposited in 1962 and $167,493.45 deposited in 


' 1963, the source of which cannot be determined. It leaves 
unexplained the nature and purpose of withdrawals aggregating 
$729,701.14 in 1962, $157,478.71 in 1963, $10,594.10 in 1964, 
and $310.18 in 1965. 

As to the books and records of ‘racon Corporation 
and Century Industries, Inc., the two corporation that 
financed the bankrupt's trading operations, here the bankrupt's 
position is utterly untenable. The books and records of third 
party corporations in which the bankrupt had no interest nor 
exercised any control simply will not suffice to satisfy the 
statutory requirement. In In re Slutzkin, 60 F.Supp. 569,572, 
(E.D:N.¥.1945) the court said: 

"The Referee would relieve a bankrupt of 

keeping books if his creditors and those 

with whom he engaged in business kept books 

which show the financial transactions with 

the bankrupt. There is no such rule of law. 

A bankrupt cannot be absolved from keeping 

books because his creditors with whom he had 

business transactions keep books. See Benjamin 

v. Jaspan, 2 Cir.1944, 144 F.2d 58, cert.den. 

65 §.Ct.134; In re Low, D.C.N.Y.1933, 4 F.Supp. 766; 

Karger v. Sandler, 2 Cir.1932, 62 F.2d 80; 


Rosenberg v. Bloom, 9 Cir.1938, 99 F.2d 249 tele 
(emphasis added) 


It seems clear that the bankrupt cannot rely upon 


the books of Tracon and Century to fill in the tremendous gaps 


in his own records. It is also clear that a competent 


3548 
certified public accountant was unable to jig-saw the. 


records of the bankrupt into a complete or even adequate 
picture of his financial and business transactions for the 
years under scrutiny. If competent accountants cannot 
determine the true condition of a person situated as was 
this bankrupt, who made huge deposits and withdrawals and 
traded actively in the security market, the requirements 


of the Bankruptcy Act compel denial of discharge. In re 


Miller, 5 F.Supp.913, (D.c.Md.1934); In re Arnold, 


1 F.Supp.499, (D.C.N.H.1932). 

I turn now to the remaining specification 
designated "53" which charges a criminal offense in that 
bankrupt made a false oath in his examination at the first 
meeting of creditors. The gist of the allegation is this: 
the bankrupt had made application to Chemical Bank, Chase 
Manhattan and Bankers Trust, for loans. When asked at his 
examination at the first meeting of creditors, whether he 
had given truthful answers to the questions or those several 
applications, he testified that he had, whereas, it is al- 
leged, his answers in said application in relation to income 
assets and liabilities were false.* 
¥ the trustee is bound by his pleading. The charge of false 

oath relates only to false oath at the bankrupt's examina- 
tion at the first meeting of creditors. No consideration 
will be given, therefore, to the trustee's allegations 


regarding the truth or falsity of statements in the 
bankrupt's Statement of Affairs. 
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It must be observed that the specification-is not 
based upon a false financial statement per se which would bar 
discharge endive Bankr. Act §14c(3). The specification 
charges that the bankrupt lied in his examination en May 12, 
1966 when he stated that he had given truthful answers in 


his application to the banks for loans - thus making a false 


oath which would bar discharge under Bankr. Act §14c(1) and 


18, U.S.C.§152. 

At his examination at the first meeting the 
following took place with reference to the loan application 
to Chase Manhattan Bank (Trustee's Exh.35): 


Q@. When this application was made by you, you 
did give truthful answers, did you not? 


Yes, I did. 
No question about that. 


I don't believe so. (SMP 280) 


So, do I understand correctly, you gave 
Chase Manhattan a financial statement 
which you considered to be accurate? 


A. Yes" (SMP 280,281) 


Now, while the trustee proceeded at the hearing 
on discharge to question the bankrupt concerning applications 
other than the one to Chase Manhattan Bank (Exh.35), I cannot 


find in the testimony of the bankrupt at the first meeting 
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introduced at the hearing on discharge, any statement by 

the bankrupt regarding the truth of any statement other than 
_ the one hereinabove referred to given to the Chase Manhattan 
Bank. The trustee is therefore limited to that specific 
statement. 


*“mPhere seems to be no doubt that the answers on 


that particular statement were untrue. Indeed, the bankrupt 


conceded that he did not list all his outstanding indebtedness 


on the application. (SMP 283). But the bankrupt's explanation 
was that the statement originally had a rider attached con- 
sisting of a list of debts "that was so long that the bank 
told me to just ade it". (SMP 285) . This testimony simply 

is inadequate to support a finding that the statement was 
false, that is, that it was made with ae eae ee to 
Paes Even as to the other statements, on one of which 

he left blank, and on’ the other of which he inserted the word 
"none", in the space requiring a list of his creditors 

(SMP 285), the bankrupt's explanation was that this was done 
on the bank's instructions - something I do not find incredible. 
In any case, the testimony is entirely insufficient to support 


a finding that the statements were made with deliberate intent 


to deceive. 
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Nor do I think the trustee established that the 


bankrupt's testimony at the first meeting was “knowingly 

and fraudulently" false, when he said he gave truthful 
answers to the statements. If the bankrupt believed that 

the statements were truthful in that he followed the in- 

* structions of the bank officials, then his testimony that 
such answers were truthful meant only that he had not 
deceived the banks. There was no evidence that the bankrupt's 
schedules filed in this proceeding were false. Those 
schedules, signed by the bankrupt under oath, clearly showed 
that the statements as to his liabilities in the bank ap- 
plications were incorrect or untrue. Therefore, what 
possible motive would the bankrupt have in falsely testifying 
that the bank statements were true? This lends support to 
my view that the bankrupt's testimony at the first meeting 
was not made with intent to deceive. 

The trustee has failed te show to my satisfaction 
that there are reasonable grounds for believing that the 
bankrupt committed an act which would bar his discharge under 
Bankruptcy Act §14c(1) and accordingly, specification “5J" 


will be dismissed. 
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The trustee has shown to my satisfaction that the 
bankrupt has committed acts which would bar his discharge, 
pursuant to Bankruptcy Act §14c(2), and the bankrupt has 
failed to sustain the burden of proving that he has not 
committed such acts (Bankruptcy Act §14c proviso), and 
accordingly, specifications "1" and "2" will be sustained, 
and the bankrupt will be denied his discharge. 


Settle order in conformity with the foregoing on 


five days' notice. 


DATED: New York, New York 
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PALMIERI, J. 


The bankrupt, Robert A. Martin, appcals trom a 


\ 


dectsion of Referee Asa S. Herzog which denied hir his 
non 


discharge on the ground that the bankrupt EFaited ta ke2ep 


or preserve books of account or records from which hi. 


wa 
. 


W 

ca 

oo 
a 


financial conditicn and business transactien 
ascertained." en Are Gees. 140723; 12 UG .e. Bee. 32e(2); 
For the reasons hereinafter set forth, the Reterce 
decision is affirmed. 

The bankrupt filed a voluntary petition in 
bankruptcy on March 4, 1965. His Schedules sc: forta 


assets of $36,541.00 and total liabilities or $1,400,435 .64. 


The bankrupt's Statement of Affairs stated that his 


nn er ener ee ee ee ae 
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occupation was "Business Broker". which involved bringing 
persons together for possible mergers, acuuisition:, and 
loan transactions. as the Referee found, however, this 
hardly presented an accurate picture of the barhkrupe'’s 
financial activities. The bankrupt's true financiai 
dealings involved the signin and sale of millions of 
dollars of securities for his personal ac:cou an.l as 4, 
trader in ehcupiisew, He owned an 80° interest in 
Robert A. Martin Associates, Inc., a registered broker- 
dealer which he often used as a brceker for 

account. 


The trustee in bankruptcy filed 


of objections to the bankrupt's discharge, ali bur three 


of which were subsequently withdrawn. Afcer a lengthy 
trial of the issues raised by the remaining specifications, 
the trustee sought leave to withd-aw his objections hbe- 
cause a third party had offered to pay suds tial gum 
of money into the estate. By memorandun decision datad 
October 10, 1972, the Referee deni ine irustee's 
plication, holding that if the wankrupt had committed an 
act to bar his discharge public palicy required thet 

the discharge be denied. By his decision dated Secenu~ 

ber 3, 1973, the Referee sustainei the trustee's objections 


bas2d on Sec.l4c(2). It is from that decision that the 


- bankrupt now appeals. 


The referee made extensive firdings below 


pre 


- 
x 


re 


setting forth in great detail the bankrupt's missing 


iy 


records and unaccounted for) transactions. He found, 


2 


inter alia, that the bankrupt did not turn over che 


books. and ledgers for 1960, did not produce bank 
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ments from seven banks where he maintained accounts, 


Pasa 
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did not produce checks for accounts at five banks. For 


the four years 1960 through 1963, the bankrupt's records 


indicated deposits) of $3,430,301.83.) \Of this 


4 TEP flea. vee 


trustee's accountant was unable to identify 
$2,825,817.,00. For the years: 1960 througn Horch 
checks’ were produced which aggrecated over $3 million. 
The accountant was unable to determine the nrtu 
purpose of checks aggregating over $2 million. 
undetermined payments 

payable to cash and $20,800 


by the bankrupt. 
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Section 14c(2) of the Bankruptcy Act, 


tinent ‘part, provides: . 
(c) The court shall grant the discha:: 
unless satisfied that the bankrupt Ae 
- » (2) destroyed, mutilated, 3 

fied, concealed, or failed to kee or 
preserve books of account or recoras, 
from which his financial condition and 
business transactions might be ascertain> 
wo 77°. the court deems such acts or fail- 
ure to have been justified uncer all the 
circumstances of the case; .. . Provided, 


j 
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That if, upon the hearing of an abjec- 
tion to a ‘discharge, the on ;ector shal 
show to the satisfaction of the court 
that there ave: reasonable grounds for 
believing that the bankrupt has carn 
any of the acts which, under this 
division, would prevent his discha 
in bankruptcy, then the burden ot 
that he has not committed any o° 
acts shall be upon the bankrupt. 


Section 14c(2) has been construcd to require 


that books and records be kept in a manner aporapriate 


to the bankrupt's business. in re Northricge, 53 F.2d 


@S5& (S.D.N:¥. 1931). What will justify 2 failure to keep 


adequate records depends on the extent and conplerity of 


the bankrupt's business. Baker v. Tracnman, AP 2a By 


20 (2a Cir. 1957); White v. Schoenfeic, 


(2d Cir. 1941). Where the bankrupt vas involved in 


transactions of an extensive character, 


accurate and complete record or his affairs is 


requisite to his discharge. In re Underhill 
258 (2d Cir.), cert. denied sub 
299 U.S. 546 (1936). 

The proper standard to us: 
is not a reasonable man standard; rather, Te 
dividualized one, taking into account the practical 
problens of what can he expected from the type of person 


and the type of business involved. Morris Plan Industrial 


Bank of New York v. Preher, 144 F.2d 60, 61 (2d Cir. 1944). 
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Thus, unless the bankrupt can show thet uncer the e1f> 
cumstances his failure to keep and preserve recorns 9s 
justified, he is not entitled to the benefits 

charge. In re Sandow, 15) Pits 407 i226: Cire L945). 

The Referee found the bankrupt to he a highly 
articulate man with considerably more than average in- 
telligence and with an understanding of the securities: 
industry. As noted above, his financial activities in- 
volved large sums of money and rather complex transactions. 
In the light of these findings, the Refcree was fully 


justified in concluding that "the bankrup* 


and loose practice in keeping and preserving aueguate 


records cannot be condoned on the grounds of 
illiteracy, nor on any other recognizable gro: 

The bankrupt argues t+ere=ne=ToT™ 
ligation under the statute by shipping a 
part of his records to a warchouse and chat 
be barred from discharge because through 
own a vital portion of these records was 
from the warehouse to the trustce. The bankruph =22 
same argument below, and the Referee found it to he: ii 
acceptable. The bankrupt now argues that the Referec's 
decision was based upon an inaccurate view of the lav. 


He contends that the Referee rejected his explanation of 


the loss of the records as unacceptable as a matter of law. 
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This court does not so construe the Referee'’s holding. 
Under the proviso to Sec.l4e, the burden js on the pank- 
rupt to prove any justification for noncompliance with 
Ne 
the record-kecping requirements. The Referee hsard the 
se 
bankrupt's testimony concerning the loss of his records 
g 
in transit. The Referee had the opportunity to jndc¢e the 
bankrupt's credibility. Based on his assessment of the 
testimony, the Referee rejected the bankrupt's claim 
vital records had been lost. This was a finding of 
not a conclusion of law. Bankruptcy Rule $16 
this court to accept the Rceferee's findings of 
ri ” me 
unless they are clearly erroneous and to give due regard 


to the opportunity of the Referee to judge the c:edibility 


of ‘the witnesses. It is clear to 


Referee's finding was not clearly erroneous. 
The bankrupt next argues that 
records of Robert A. Martin Associatas, 
substitutes for the ‘bankrupt's personal 
Referee found that the trustee's accountant haa examined 


these records. The bankrupt, however, clairg this tindging 
ee ae eee ee arene % 


ree Sagres Ki 


is clearly erroneous, citing testimony by the accountant 
that he "made no real examination of the records of the 
corporation." Had the accountant examined these records, 
the bankrupt argues, he would have been able to piece 
together the bankrupt's business activities. 
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The hankrupt misapplics the “rule” that corpor- 
are acceptable in the absence of perional } 
to discharge a bankript's obligalio 
Sec.14c(2). In-re Sandow OF. Bipp. 762 (SuDLY .< Lode), 
att'd 151 F.2d 807 i 1945), on which the bankrupt 


relies, .holds that a court inay accept corporate records 


gira it 


“when their character is such that they are competent 
substitutes for the personal records which the statute 
requires." pp. at 784. Here, 

correctly pointed out, the corporation's record: 
adequate substitutes The bankrupt testified 


A. Martin Associates ceased doing business in late 
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or early 1963, that it was in liguidation at that 

and that it engaged ‘in no significant 

transactions after 1962. Cons 

that the corpora:e records da be jnadequacs 
transactions after H2 The SankeEupt 

this court to. any evidence” in- the recore to disawe 
finding. Even if the Referee erred in finding that 
trustee's accountant examined the corporate records, there 


i: idenc 1e r e records contained 
is still no evidence that the corporat a 


necessary data pertaining to post-1962 transactions. 


bankrupt's own testimony, in fact, establishes that 


corporate records did not contain this data. Thus, 
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had sought explanations whe 
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the bankrupt's reliance on In re Halpern, 397 F.2d 312 


(2d Cic. 1968) is misplaced. In Halpern, unlike the in- 
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stant case, the corporate records fully documented the 


bankrupt's personal transactions. 
Finally, the bankrupt argues that he has been 


unduly prejudiced by the trustee's unreasonable delay in 


contesting the discharge. He contends that he could have 


explained the transactions in question here if the trustee 


n the matters were still fresh 


in his mind. The bankrupt asserts that three and a half 


years elapsed after he filed his petition before the 


objections to discharge and that almost 


trustee filed his 


ten years elapsed between the transactions in question 


and the trial on the trustee's objections. 
While this court deplores the excessive length 


of these proceedings, it does not agree that this delay 


was caused by the trustee's failure to proceed diligently. 


It is apparent that extensive examinations of the bank- 


rupt and other witnesses were required because of the 


condition of the bankrupt's records. These examinations 


were not concluded until October 1968. The bankrupt 


thereafter substituted counsel and requested an adjourn- 


ment to enable his new counsel to familiarize himself with 


the proceedings. The bankrupt's discharge was denied on 
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December 3, 1973, whereupon the bankrupt “obtained, Svat 
the trvstee's objection, an order, staying creditors from 
attempting to collect on their debts pending the outcome 
of this appeal. The bankrupt delayed this appeal for over 
a year and a half endeavoring to settle the claims | al : 
certain creditors. In light of this history, the bank- 
rupt is in no position te argue that he was unduly grkae~ 
diced by any procrastination of the trustee. 

The Referee's denial of the bankrupt's discharge 
is affirmed. It is so ordered. 


Dated: New York, N. Y. 
October 7, 1976 
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UNITED STATES DISTRICT COURT yo E- ues. “See 
SOUTHERN DISTRICT OF NEW YORK 
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In the Matter 
-~of= 


ROBERT A. MARTIN, a/k/a No. 65 B 153 
R. ALLAN MARTIN, a/k/a 


ROBERT ALLAN MARTIN a 
a fen. 


Bankrupt. 


PALMIERI, J. 
The bankruzst. Robert A. Martin, has moved this 
court for leave to reargue his denial of a discharge in 


bankruptcy which this court affirmed by Memorandum Opinion 


by 


%. 
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dated October 7, 1976. For the reasons hereinafter set forth, 
the prior opinion of this court is reaifirmed in all respects.” -‘ 
4 

In his motion papers the bankrupt asserts that this 


court overlooked certain statements in the record of the 
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proceeding before the Referee. One such statement indicated , ay 
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that on December 9, 1965, the Trustee acknowledged that he- 
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had received "80 or 85% or probably more of the books of 
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the bankrupt's corporation and the bankrupt personally." 


Despite this statement the Trustee conducted nine moré 
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examinations of the bankrupt over the following two years. ° 
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The senay geakenset in the record below which 
the bankrupt asserts this court overlooked involved an 
admonition by the Referee to the Trustee that the repeated 
examination of the bankrupt had come to the point of 
harassment. The bankrupt has previously argued that the 
Trustee's procrastination violated his duty to investigate 
expeditiously and hindered the bankrupt's efforts to re- 
construct whe business affairs in this proceeding. 

This court did not overlook the statements which 
the bankrupt now presses before it. These statements were 
duly considered along with the rest of the record of the 
proceedings below. As to the first statement, the bankrupt 
incorrectly assumes that the amount or percentage of his 


records turned over to the Trustee at any given time is the 
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relevant consideration. The issue here is not the ‘quantity’ s 


of records provided, but rather the quality of those records. 


. 


Section 14c(2) of the Bankruptcy Act, 11 U.S.C. Sec. 32c(2), 


deals with records “from which his [the bankrupt 's/ financial 
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condition and business transactions might be ascertained." 
Thus the bantrupt could conceivably provide 100% of his 
records to the Trustee and still be denied his discharge 
if those records were worthless and did not reveal his 
financial condition and business transactions. This was a 
comparable case. Here, the Referee found and this court 


affirmed his finding to the effect that the source for. 
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deposits in the amount of $2,825,817.00 could not i ar 
certained and the nature and purpose of checks aggregating 
over $2 million could not be determined. 

As to the second statement, it is apparent from 
the Referee's decision that the delay was caused primarily 
by the condition of the bankrupt's records. While the 
Trustee may have been partly at fault, it is clear that the 
bankrupt's substitution of counsel and resultant adjournment, 
his obtaining of the September 3, 1973 order staying credi- 
tors from collecting on their claims, and his year and a 
half delay in attempting to settle certain claims estop 
him from complaining about the duration of these proceedings. 
The Referee did admonish the Trustee for the harassing 


nature of the e: inations, but he at no point ruled that 


re 
the Trustee's conduct was so harassing as to warrant granting '.. 


the discharge. The grant or denial of a discharge, as the 
Referee held, must be viewed in the context of the public 
policy embodied in the Bankruptcy Act. Consequently, the 
Trustee's conduct is a relevant, but not a controlling 
factor. This court weighed all of the relevant factors in 
reaching its earlier decision. 


The court has considered the issues now raised 


Accordingly, the bankrupt's motion for reargument is granted 
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and upon reconsideration the decision of this court of 


October 7, 1976, is adhered to in all respects. 

It should be noted that after this opinion was 
written but before it was filed, the bankrupt filed a 
Notice of Appeal from this court's order of October 7, 1976, 
thereby removing this court's jurisdiction in the case. 
This opinion has been filed, therefore, only to provide 
whatever assistance if may to the litigants and the appel-— 
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late court. 


Dated: New York, N. Y. 
November 3, 1976 


EDMUND L. PALMIERI 
U, 8s. Ds 0. 
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CERTIFICATE OF SERVICE 


Re: 
Martin - Bankrupt 
STATE OF NEW JERSEY 


COUNTY OF MIDDLESEX 


1, Muriel Mayer, being duly sworn according to law, and being 
over the age of 21 upon my oath depose and say that: I! am retained 


by the attorney for the above named ponpeune Appellant 


That on the 90thday Of December 1976, | served the within 


Brief and Appendix for Appellant 


in the matter of Martin - Bankrupt 


upon Fintey, Kumble, Heime, Underberg & Grutman, Esas., 495 Park 
Avenue, New York, New York 


e Brief and opy .9f Append tx 


by depositing two (7) true copies of the, same IN 


in a post-paid wrapper, in an official depository maintained by the 


United States Government. 


Aittsetre Upitit be 
Muriel Mayer 


Sworn to and subscribed 
before me this 90th day 
of December 1976. 
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A ao Public = the 
State of New Jersey. 


LORRAINE LEOTTA 
yoderatl PUBLIC id THEW JERSEY 
My Commission Expires April 13, 187 7 


